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A STRIKING feature of the present position of economic science 
is the almost unanimous agreement at which economists have 
arrived regarding the theory of competitive value, which is inspired 
by the fundamental symmetry existing between the forces of 
demand and those of supply, and is based upon the assumption 
that the essential causes determining the price of particular 
commodities may be simplified and grouped together so as to be 
represented by a pair of intersecting curves of collective demand 
and supply. This state of things is in such marked contrast with 
the controversies on the theory of value by which political 
economy was characterised during the past century, that it 
might almost be thought that from these clashes of thought the 
spark of an ultimate truth had at length been struck. Sceptics 
might perhaps think that the agreement in question is due, not 
so much to everyone being convinced, as to the indifference felt 
by the majority nowadays in regard to the theory of value—an 
indifference which is justified by the fact that this theory, more 
than any other part of economic theory, has lost much of its direct 
bearing upon practical politics, and particularly in regard to 
doctrines of social changes, which had formerly been conferred 
upon it by Ricardo and afterwards by Marx, and in opposition 
to them by the bourgeois economists. It has been transformed 
more and more into “an apparatus of the mind, a technique of 
thinking ”’ which does not furnish any “settled conclusions 
immediately applicable to policy.” 2 It is essentially a pedagogic 
instrument, somewhat like the study of the classics, and, unlike 
the study of the exact sciences and law, its purposes are exclusively 
those of training the mind, for which reason it is hardly apt to 

1 The opening pages of this article contain a summary of the conclusions of 
a paper on “‘ Relazioni fra costo e quantita prodotta ”’ published in Vol. II. of 


the Annali di Economia. 
2 Keynes: Introduction to Cambridge Economic Handbooks. 
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excite the passions of men, even academical men—a theory, in 
short, in respect to which it is not worth while departing from a 
tradition which is finally accepted. However this may be, the 
fact of the agreement remains. 

In the tranquil view which the modern theory of value presents 
us there is one dark spot which disturbs the harmony of the whole. 
This is represented by the supply curve, based upon the laws of 
increasing and diminishing returns. That its foundations are 
less solid than those of the other portions of the structure is 
generally recognised. That they are actually so weak as to be 
unable to support the weight imposed upon them is a doubt which 
slumbers beneath the consciousness of many, but which most 
succeed in silently suppressing. From time to time someone is 
unable any longer to resist the pressure of his doubts and expresses 
them openly; then, in order to prevent the scandal spreading, he 
is promptly silenced, frequently with some concessions and partial 
admission of his objections, which, naturally, the theory had 
implicitly taken into account. And so, with the lapse of time, 
the qualifications, the restrictions and the exceptions have piled 
up, and have eaten up, if not all, certainly the greater part of the 
theory. If their aggregate effect is not at once apparent, this is 
because they are scattered about in footnotes and articles and 
carefully segregated from one another. 

It is not the purpose of this article to add anything to the pile, 
but simply to attempt to co-ordinate certain materials, separating 
what is still alive from what is dead in the concept of the supply 
curve and of its effects on competitive price determination. 


At present the laws of returns are of special importance owing 
to the part they play in the study of the problem of value. But 
they are naturally much older than the particular theory of value 
in which they are employed, and it is precisely from their secular 
age and their original applications that they derive both their 
prestige and their weakness in their modern application. We are 
disposed to accept the laws of returns as a matter of course, 
because we have before our eyes the great and indisputable serv- 
ices rendered by them when performing their ancient function, 
and we often neglect to ask ourselves whether the old barrels are 
still able to hold the new wine. 

The law of diminishing returns has long been associated mainly 
with the problem of rent, and from this point of view the law as 
formulated by the classical economists with reference to land was 
entirely adequate. It had always been perfectly obvious that its 
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operation affected, not merely rent, but also the cost of the product ; 
but this was not emphasised as a cause of variation in the relative 
price of the individual commodities produced, because the 
operation of diminishing returns increased in a like measure the 
cost of all. This remained true even when the English classical 
economists applied the law -to the production of corn, for, as 
Marshall has shown, “ the term ‘ corn’ was used by them as short 
for agricultural produce in general ” (Principles, VI. i. 2, note). 

The position occupied in classical economics by the law of 
increasing returns was much less prominent, as it was regarded 
merely as an important aspect of the division of labour, and thus 
rather as a result of general economic progress than of an increase 
in the scale of production. 

The result was that in the original laws of returns the general 
idea of a functional connection between cost and quantity pro- 
duced was not given a conspicuous place; it appears, in fact, 
to have been present in the minds of the classical economists much 
less prominently than was the connection between demand and 
demand price. 

The development which has emphasised the former aspect of 
the laws of returns is comparatively recent. At the same time it 
has removed both laws from the positions which, according to 
the traditional partition of political economy, they used to occupy, 
one under the heading of “ distribution ” and the other under 
“production,” and has transferred them to the chapter of 
“ exchange-value ’’; there, merging them in the single “ law of 
non-proportional returns,” it has derived from them a law of 
supply in a market such as can be co-ordinated with the correspond- 
ing law of demand; and on the symmetry of these two opposite 
forces it has based the modern theory of value. 

In order to reach this result it was found necessary to introduce 
certain modifications into the form of the two laws. Very little 
was necessary as regards the law of diminishing returns, which 
merely required to be generalised from the particular case of 
land to every case in which there existed a factor of production 
of which only a constant quantity was available. The law of 
increasing returns, however, had to be subjected to a much more 
radical transformation: the part played in it by the division of 
labour—now limited to the case of independent subsidiary 
factories coming into existence as the production of an industry 
increases—was greatly restricted; while consideration of that 
greater internal division of labour, which is rendered possible by 


an increase in the dimensions of an individual firm, was entirely 
002 
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abandoned, as it was seen to be incompatible with competitive 
conditions. On the other hand, the importance of “ external 
economies ”’ was more and more emphasised—that is, of the 
advantage derived by individual producers from the growth, not 
of their own individual undertakings, but of the industry in its 
aggregate. 

Even in their present form, however, the two laws have pre- 
served the characteristic of originating from forces of profoundly 
diverse nature. Such heterogeneousness, while not constituting 
in itself an insurmountable obstacle when it is attempted to co- 
ordinate them and employ them conjointly in problems mainly 
relating, not to the causes, but to the effects of variations in cost, 
involves a fresh difficulty when it is sought to classify the various 
industries according as they belong to one or the other category. 
It is, in fact, in the very nature of the bases of the two laws that 
the wider the definition which we assume for “ an industry ”’— 
that is, the more nearly it includes all the undertakings which 
employ a given factor of production, as, for example, agriculture 
or the iron industry—the more probable will it be that the forces 
which make for diminishing returns will play an important part 
in it; the more restrictive this definition—the more nearly it 
includes, therefore, only those undertakings which produce a 
given type of consumable commodity, as, for example, fruit or 
nails—the greater will be the probability that the forces which 
make for increasing returns will predominate init. In its effects 
this difficulty is parallel to that which, as is well known, arises 
from the consideration of the element of time, whereby the shorter 
the period of time allowed for the adjustments, the greater is the 
likelihood of decreasing returns, while the longer that period is, 
the greater is the probability of increasing returns. 

The really serious difficulties make their appearance when it is 
considered to what extent the supply curves based on the laws of 
returns satisfy the conditions necessary to enable them to be 
employed in the study of the equilibrium value of single com- 
modities produced under competitive conditions. This point of 
view assumes that the conditions of production and the demand 
for a commodity can be considered, in respect to small variations, 
as being practically independent, both in regard to each other and 
in relation to the supply and demand of all other commodities. It 
is well known that such an assumption would not be illegitimate 
merely because the independence may not be absolutely perfect, 
as, in fact, it never can be; and a slight degree of interdependence 
may be overlooked without disadvantage if it applies to quantities 
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of the second order of smalls, as would be the case if the effect (for 
example, an increase of cost) of a variation in the industry which 
we propose to isolate were to react partially on the price of the 
products of other industries, and this latter effect were to influence 
the demand for the product of the first industry. But, of course, 
it is a very different matter,.and the assumption becomes illegiti- 
mate, when a variation in the quantity produced by the industry 
under consideration sets up a force which acts directly, not merely 
upon its own costs, but also upon the costs of other industries; in 
such a case the conditions of the ‘“ particular equilibrium ”’ which 
it was intended to isolate are upset, and it is no longer possible, 
without contradiction, to neglect collateral effects. 

It unfortunately happens that it is precisely into this latter 
category that the applications of the laws of returns fall, in the 
great majority of cases. As regards diminishing returns, in fact, 
if in the production of a particular commodity a considerable part 
of a factor is employed, the total amount of which is fixed or can 
be increased only at a more than proportional cost, a small 
increase in the production of the commodity will necessitate a 
more intense utilisation of that factor, and this will affect in the 
same manner the cost of the commodity in question and the cost 
of the other commodities into the production of which that factor 
enters; and since commodities into the production of which a 
common special factor enters are frequently, to a certain extent, 
substitutes for one another (for example, various kinds of agri- 
cultural produce), the modification in their price will not be with- 
out appreciable effects upon demand in the industry concerned. 
If we next take an industry which employs only a small part of 
the “ constant factor” (which appears more appropriate for the 
study of the particular equilibrium of a single industry), we find 
that a (small) increase in its production is generally met much 
more by drawing ‘“‘ marginal doses” of the constant factor from 
other industries than by intensifying its own utilisation of it; thus 
the increase in cost will be practically negligible, and anyhow it will 
still operate in a like degree upon all the industries of the group. 
Excluding these cases, and excluding—if we take a point of view 
embracing long periods—the numerous cases in which the quantity 
of a means of production may be regarded as being only tem- 
porarily fixed in respect to an unexpected demand, very little 
remains : the imposing structure of diminishing returns is available 
only for the study of that minute class of commodities in the 
production of which the whole of a factor of production is 
employed. Here, of course, by “a commodity ” is to be under- 
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stood an article in regard to which it is possible to construct, or 
at least to conceive, a demand schedule which is tolerably homo- 
geneous and independent of the conditions of supply, and not, as 
is frequently implied, a collection of diverse articles, such as 
agricultural products or ironware. 

It is not by mere chance that, notwithstanding the profoundly 
diverse nature of the two laws of returns, the same difficulties also 
arise, in almost identical form, in connection with increasing 
returns. Here again we find that in reality the economies of 
production on a large scale are not suitable for the requirements 
of the supply curve : their field of action is either wider or more 
restricted than would be necessary. On the one hand, reductions 
in cost which are due to “ those external economies which result 
from the general progress of industrial environment ” to which 
Marshall refers (Principles, V. xi. 1) must, of course, be ignored, 
as they are clearly incompatible with the conditions of the par- 
ticular equilibrium of acommodity. On the other hand, reductions 
in cost connected with an increase in a firm’s scale of production, 
arising from internal economies or from the possibility of dis- 
tributing the overhead charges over a larger number of product 
units, must be put aside as being incompatible with competitive 
conditions. The only economies which could be taken into 
consiueration would be such as occupy an intermediate position 
between these two extremes; but it is just in the middle that 
nothing, or almost nothing, is to be found. Those economies 
which are external from the point of view of the individual firm, 
but internal as regards the industry in its aggregate, constitute 
precisely the class which is most seldom to be met with. As 
Marshall has said in the work in which he has intended to 
approach most closely the actual conditions of industry, ‘“ the 
economies of production on a large scale can seldom be allocated 
exactly to any one industry : they are in great measure attached 
to groups, often large groups, of correlated industries.” 1 In any 
case, in so far as external economies of the kind in question exist, 
they are not likely to be called forth by small increases in pro- 
duction. Thus it appears that supply curves showing decreasing 
costs are not to be found more frequently than their opposite. 

Reduced within such restricted limits, the supply schedule 
with variable costs cannot claim to be a general conception 
applicable to normal industries; it can prove a useful instrument 
only in regard to such exceptional industries as can reasonably 
satisfy its conditions. In normal cases the cost of production of 

+ Industry and Trade, p. 188. 
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commodities produced competitively—as we are not entitled to 
take into consideration the causes which may make it rise or fall— 
must be regarded as constant in respect of small variations in the 
quantity produced.t_ And so, as a simple way of approaching 
the problem of competitive value, the old and now obsolete theory 
which makes it dependent on the cost of production alone appears 
to hold its ground as the best available. 


This first approximation, as far as it goes, is as important as 
it is useful: it emphasises the fundamental factor, namely, the 
predominant influence of cost of production in the determination 
of the normal value of commodities, while at the same time it 
does not lead us astray when we desire to study in greater detail 
the conditions under which exchange takes place in particular 
cases, for it does not conceal from us the fact that we cannot find 
the elements required for this purpose within the limits of its 
assumptions. 

When we proceed to a further approximation, while keeping 
to the path of free competition, the complications do not arise 
gradually, as would be convenient; they present themselves 
simultaneously as a whole. If diminishing returns arising from 
a ‘constant factor ’’ are taken into consideration, it becomes 
necessary to extend the field of investigation so as to examine 
the conditions of simultaneous equilibrium in numerous indus- 
tries: a well-known conception, whose complexity, however, 
prevents it from bearing fruit, at least in the present state of our 
knowledge, which does not permit of even much simpler schemata 
being applied to the study of real conditions. If we pass to 
external economies, we find ourselves confronted by the same 
obstacle, and there is also the impossibility of confining within 
statical conditions the circumstances from which they originate. 


1 The absence of causes which tend to cause the cost either to increase or 
diminish appears to be the most obvious and plausible way from which constant 
costs can arise. But as these constitute the most dangerous enemy of the 
symmetry between demand and supply, those writers who accept this doctrine, 
in order to be able to relegate the constant costs to the category of theoretical 
limiting cases which in reality cannot exist, have persuaded themselves that they 
are something extremely complicated and improbable, since they “‘ can only 
result from the accidental balancing of two opposite tendencies; the tendency 
to diminution of cost . . . and the tendency to increase of cost . . .”’ (Sidgwick, 
Principles of Political Economy, Ist ed., p. 207; to the same effect see, e.g., 
Marshall, Principles, IV. xiii, 2, and Palgrave’s Dictionary, sub voce Law of 
Constant Return). The dictum of Edgeworth, that ‘“‘to treat variables as 
constants is the characteristic vice of the unmathematical economist,” might 
to-day be reversed : the mathematical economists have gone so far in correcting 
this vice that they can no longer conceive of a constant except as the result of 
the compensation of two equal and opposite variables, 
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It is necessary, therefore, to abandon the path of free com- 
petition and turn in the opposite direction, namely, towards 
monopoly. Here we find a well-defined theory in which variations 
of cost connected with changes in the dimensions of the individual 
undertaking play an important part. Of course, when we are 
supplied with theories in respect to the two extreme cases of 
monopoly and competition as part of the equipment required in 
order to undertake the study of the actual conditions in the 
different industries, we are warned that these generally do not fit 
exactly one or other of the categories, but will be found scattered 
along the intermediate zone, and that the nature of an industry 
will approximate more closely to the monopolist or the competi- 
tive system according to its particular circumstances, such as 
whether the number of autonomous undertakings in it is larger 
or smaller, or whether or not they are bound together by partial 
agreements, etc. We are thus led to believe that when production 
is in the hands of a large number of concerns entirely independent 
of one another as regards control, the conclusions proper to com- 
petition may be applied even if the market in which the goods are 
exchanged is not absolutely perfect, for its imperfections are in 
general constituted by frictions which may simply retard or slightly 
modify the effects of the active forces of competition, but which 
the latter ultimately succeed in substantially overcoming. This 
view appears to be fundamentally inadmissible. Many of the 
obstacles which break up that unity of the market which is the 
essential condition of competition are not of the nature of 
“frictions,” but are themselves active forces which produce 
permanent and even cumulative effects. They are frequently, 
moreover, endowed with sufficient stability to enable them to be 
made the subject of analysis based on statical assumptions. 

Of these effects two, which are closely interconnected, are of 
special importance because they are to be found with great fre- 
quency in industries in which competitive conditions appear to 
prevail; and they also possess a special interest because, as they 
relate to certain of the most characteristic features of the theoreti- 
cal conception of competition, they show how seldom it is for 
these conditions to be realised in their integrity, and how a slight 
divergence from them suffices to render the manner in which 
equilibrium is attained extremely similar to that peculiar to 
monopoly. These two points in which the theory of competition 
differs radically from the actual state of things which is most 
general are: first, the idea that the competing producer cannot 
deliberately affect the market prices, and that he may therefore 
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regard it as constant whatever the quantity of goods which he 
individually may throw on the market; second, the idea that 
each competing producer necessarily produces normally in 
circumstances of individual increasing costs. 

Everyday experience shows that a very large number of 
undertakings—and the majority of those which produce manu- 
factured consumers’ goods—work under conditions of individual 
diminishing costs. Almost any producer of such goods, if he 
could rely upon the market in which he sells his products being 
prepared to take any quantity of them from him at the current 
price, without any trouble on his part except that of producing 
them, would extend his business enormously. It is not easy, 
in times of normal activity, to find an undertaking which syste- 
matically restricts its own production to an amount less than that 
which it could sell at the current price, and which is at the same 
time prevented by competition from exceeding that price. Busi- 
ness men, who regard themselves as being subject to competitive 
conditions, would consider absurd the assertion that the limit to 
their production is to be found in the internal conditions of pro- 
duction in their firm, which do not permit of the production of a 
greater quantity without an increase in cost. The chief obstacle 
against which they have to contend when they want gradually 
to increase their production does not lie in the cost of production— 
which, indeed, generally favours them in that direction—but in 
the difficulty of selling the larger quantity of goods without 
reducing the price, or without having to face increased marketing 
expenses. This necessity of reducing prices in order to sell a 
larger quantity of one’s own product is only an aspect of the usual 
descending demand curve, with the difference that instead of 
concerning the whole of a commodity, whatever its origin, it 
relates only to the goods produced by a particular firm; and the 
marketing expenses necessary for the extension of its market are 
merely costly efforts (in the form of advertising, commercial 
travellers, facilities to customers, etc.) to increase the willingness 
of the market to buy from it—that is, to raise that demand curve 
artificially. 

This method of regarding the matter appears the most natural, 
and that which adheres to the reality of things. No doubt it is 
possible, from the formal point of view, to reverse these relations 
and regard every purchaser as being perfectly indifferent in his 
choice between the different producers, provided the latter, in 
order to approach him, are prepared to incur marketing expenses 
varying greatly in different cases, and to reckon these increased 
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marketing expenses in the cost of production of each. In this 
way increasing individual costs can be obtained to any desired 
extent and a perfect market in which there is an unlimited 
demand, at current prices, for the products of each. But the 
question of allocating the marketing expenses cannot be decided 
from the point of view of formal correctness, for on that basis the 
two methods are equivalent; nor can it be decided according to 
the fact that these charges are actually paid by the purchaser or 
the seller, as this does not affect their incidence or their effects 
in any way. What is important is to ascertain how the various 
forces at work can be grouped in the most homogeneous manner, 
so that the influence of each of them on the equilibrium resulting 
from their opposition may be more readily estimated. From this 
point of view the second of the methods mentioned must be 
rejected, since it entirely conceals the effects which the circum- 
stances from which the marketing expenses originate exercise in 
disturbing the unity of the market. It alters in a misleading way, 
moreover, the customary and well defined significance of the 
expression ‘‘ cost of production,’”’ with the result of rendering it 
dependent upon elements quite extraneous to the conditions under 
which the production of a given undertaking takes place. It 
consequently misrepresents the manner in which the actual 
process of determining the price and the quantity produced by 
each undertaking is affected. 

By adhering to the first point of view, therefore, we are led 
to ascribe the correct measure of importance to the chief obstacle 
which hinders the free play of competition, even where this appears 
to predominate, and which at the same time renders a stable 
equilibrium possible even when the supply curve for the products 
of each individual firm is descending—that is, the absence of 
indifference on the part of the buyers of goods as between the 
different producers. The causes of the preference shown by any 
group of buyers for a particular firm are of the most diverse nature, 
and may range from long custom, personal acquaintance, confi- 
dence in the quality of the product, proximity, knowledge of 
particular requirements and the possibility of obtaining credit, 
to the reputation of a trade-mark, or sign, or a name with high 
traditions, or to such special features of modelling or design in the 
product as—without constituting it a distinct commodity intended 
for the satisfaction of particular needs—have for their principal 
purpose that of distinguishing it from the products of other firms. 
What these and the many other possible reasons for preference 
have in common is that they are expressed in a willingness 
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(which may frequently be dictated by necessity) on the part of the 
group of buyers who constitute a firm’s clientele to pay, if 
necessary, something extra in order to obtain the goods from a 
particular firm rather than from any other. 

When each of the firms producing a commodity is in such a 
position the general market for the commodity is subdivided into 
a series of distinct markets. Any firm which endeavours to extend 
beyond its own market by invading those of its competitors must 
incur heavy marketing expenses in order to surmount the barriers 
by which they are surrounded; but, on the other hand, within 
its own market and under the protection of its own barrier each 
enjoys a privileged position whereby it obtains advantages which 
—if not in extent, at least in their nature—are equal to those 
enjoyed by the ordinary monopolist. 

Nor is it necessary to stress the customary conception of 
monopoly to make this case fit into it. In it also, in fact, we find 
that the majority of the circumstances which affect the strength of 
a monopolist (such as the possession of unique natural resources, 
legal privileges, the control of a greater or less proportion of the 
total production, the existence of rival commodities, etc.) exercise 
their influence essentially by affecting the elasticity of the demand 
for the monopolised goods. Whatever the causes may be, this is 
the only decisive factor in estimating the degree of independence 
which a monopolist has in fixing prices: the less elastic the 
demand for his product, the greater is his hold on his market. 
The extreme case, which may properly be called “ absolute 
monopoly,” is that in which the elasticity of the demand for the 
products of a firm is equal to unity 1; in that case, however much 
the monopolist raises his prices, the sums periodically expended 
in purchasing his goods are not even partially diverted into different 
channels of expenditure, and his price policy will not be affected 
at all by the fear of competition from other sources of supply. 
So soon as this elasticity increases, competition begins to make 
itself felt, and becomes ever more intense as the elasticity grows, 
until to infinite elasticity in the demand for the products of an 
individual undertaking a state of perfect competition corresponds. 
In the intermediate cases the significance of a moderate elasticity 


1 The elasticity of demand for the products of a monopolist cannot, of course, 
be less than unity in respect to prices immediately above the equilibrium price— 
that is, in respect to that part of the demand curve which alone counts in regard 
to the determination of the power of a monopolist in his own market; a question 
which is quite distinct from that of the magnitude of the gains obtainable by the 
monopoly, as the latter is dependent, not so much on the ratio of change, as on 
the absolute measure of the demand and the demand price. 











546 THE ECONOMIC JOURNAL [DEC. 


in the demand is that, although the monopolist has a certain 
freedom in fixing his prices, whenever he increases them he is 
forsaken by a portion of his purchasers, who prefer to spend their 
money insome other manner. It matters little to the monopolist 
if they spend it in purchasing goods very different from his own, 
or goods identical with them, but supplied by other producers who 
have not increased their price; in either case he must undergo 
—if only in a slight degree—actual competition from such goods, 
since it is precisely the possibility of buying them that leads the 
purchasers gradually to give up using his product as he increases 
the price. The direct effects are thus equal whether the sums set 
free as the result of an increase in price by an undertaking are 
expended on a large number of different commodities, or whether 
they are employed preponderatingly in the purchase of one or a 
few rival commodities which are more or less available for buyers, 
as occurs in the case of an undertaking which, while controlling 
only a small part of the total production of a commodity, has the 
advantage of possessing a particular market of its own. But 
the indirect effects in the two cases are substantially different. 

The method indicated by Marshall in regard to manufactures 
designed for particular tastes is applicable for the study of this 
latter case. ‘‘ When we are considering an individual producer,” 
he writes, “‘ we must couple his supply curve, not with the general 
demand curve for his commodity in a wide market, but with the 
particular demand curve of his own special market ” (Principles, 
V. xii. 2). If we extend this method to those industries in which 
each firm has more or less a particular market, we must not 
restrict its employment to the occasions when we are considering 
the individual producer, but we must adhere to it also when we 
examine the manner in which equilibrium is attained in the trade 
as a whole; for it is clear that such particular curves can by no 
means be compounded so as to form a single pair of collective 
demand and supply curves. The method mentioned above is the 
very same as that followed in cases of ordinary monopoly, and in 
both cases, in fact, the individual producer determines his selling 
price by the well-known method which makes his monopoly 
revenue or his profits the maximum obtainable. 

The peculiarity of the case of the firm which does not possess 
an actual monopoly but has merely a particular market is that, 
in the demand schedule for the goods produced by it, the possible 
buyers are entered in descending order according to the price 
which each of them is prepared to pay, not rather than go entirely 
without, but rather than not buy it from that particular producer 
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instead of elsewhere. That is to say, that two elements enter into 
the composition of such demand prices—the price at which the 
goods can be purchased from those other producers who, in the 
order of a purchaser’s preference, immediately follow the producer 
under consideration, and the monetary measure of the value (a 
quantity which may be positive or negative) which the purchaser 
puts on his preference for the products of the firm in question. 

For convenience in discussion it may be assumed that initially, 
in an industry in which like conditions prevail, each producer sells 
at a price which barely covers his costs. The individual interest 
of each producer will urge him to increase his price quickly so as to 
obtain the maximum profit. But in proportion as this practice 
spreads throughout the trade the various demand schedules will 
be modified as a result; for, as each buyer finds that the prices 
of the substitutes upon which he was able to reckon are increased, 
he will be inclined to pay a higher price for the products of the 
firm whose customer he is. So that, even before the first increase 
in price has been completely carried into effect, the conditions 
will be created which may permit every one of the concerns to 
make a further increase—and so on in succession. Naturally this 
process speedily reaches its limit. The customers lost by a firm 
whenever it raises its prices have recourse in part to other suppliers, 
and these will return to it when the others also have raised their 
prices; but in part they entirely give up buying the goods and 
definitely drop out of the market. Thus, every business has two 
classes of marginal customers—those who are at the margin only 
from its own individual standpoint and fix a limit for the excess 
of its prices over the prices generally ruling, and those who are 
at the margin from the standpoint of the general market and fix a 
limit for the general increase in price of the product. 

It is, of course, possible that a general rise in the prices of a 
product may affect the conditions of demand and supply of 
certain firms in such a way as to make it advantageous for them 
to lower their prices rather than conform with the rise. But in an 
industry which has attained a certain degree of stability in its 
general structure, in regard of its methods of production, the 
number of undertakings composing it, and its commercial customs 
—in respect to which, therefore, statical assumptions are more 
nearly justified—this alternative is much less likely to be adopted 
than its opposite. In the first place, it involves great elasticity 
in the demand for the products of an individual business and 
rapidly diminishing costs for it—that is to say, a state of things 
the almost inevitable and speedy result of which is complete 
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monopolisation, and which, therefore, is not likely to be found in 
a trade operated normally by a number of independent firms. In 
the second place, the forces which impel producers to raise prices 
are much more effective than those which impel them to reduce 
them; and this not merely owing to the fear which every seller 
has of spoiling his market, but mainly because an increase of 
profit secured by means of a cut in price is obtained at the cost 
of the competing firms, and consequently it impels them to take 
such defensive action as may jeopardise the greater profits 
secured ; whereas an increase of profit obtained by means of a rise 
in prices not only does not injure competitors but brings them a 
positive gain, and it may therefore be regarded as having been 
more durably acquired. An undertaking, therefore, when con- 
fronted with the dual possibility of increasing its profits by raising 
its selling prices, or by reducing them, will generally adopt the 
first alternative unless the additional profits expected from the 
second are considerably greater. 

These same reasons may serve to dispel the doubt, which 
might at first sight arise, whether in the case considered above the 
equilibrium may be indeterminate, as it is generally considered 
to be in the analogous case of multiple monopoly. In the first 
place, even in this case, as Edgeworth has noticed, “‘ the extent 
of indeterminateness, diminishes with the diminution of the 
degree of correlation between the articles”? produced by the 
different monopolists !; that is to say, in our case, with the diminu- 
tion of the elasticity of demand for the products of the individual 
firm—a limitation, it may be added, the effectiveness of which 
is the greater in proportion as the rapidity of decrease in the 
individual cost with the increase in the quantity produced 
becomes less. Both these conditions, as has been said above, are 
generally present to a large extent in the case we are considering. 
Moreover, the indeterminateness of the equilibrium in the case of 
multiple monopoly is necessarily dependent upon the assumption 
that at any moment each of the monopolists is equally inclined 
either to raise or to reduce his price, according as one or the other 
may suit him best from the point of view of immediate gain—a 
supposition which, at least in our case, is not, as we have said, 


justified.” 


1 The Pure Theory of Monopoly, in Papers Relating to P. E., Vol. I. p. 121. 

2 The determinateness of the equilibrium would be more evident if, instead 
of regarding the various units of the same goods produced by different under- 
takings as rival commodities, we had regarded each unit as being composed of 
two commodities having, within each particular market, a joint demand, one of 
which (the commodity itself) is sold under competitive conditions, and the other 
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The conclusion that the equilibrium is in general determinate 
does not mean that generalising statements can be made regarding 
the price corresponding to that equilibrium ; it may be different in 
the case of each undertaking, and is dependent to a great extent 
upon the special conditions affecting it. 

The only case in which it would be possible to speak of a general 
price would be that of a trade in which the productive organisation 
of the different undertakings was uniform, and in which their 
particular markets were alike as regards the nature and attach- 
ment of the customers. In that case, as may readily be seen, the 
general price of the product, through the independent action of a 
number of firms, each of which is prompted only by its individual 
interests, would tend to reach the same level as that which would 
be fixed by a single monopolistic association in accordance with 
the ordinary principles of monopoly. This result, far from being 
conditioned by the existence of an almost complete isolation of the 
individual markets, requires only a very slight degree of preference 
for a particular firm in each of the groups of customers. In itself, 
this case is of no importance, because it is extremely unlikely that 
such uniformity would actually be found; but it is representative 
of a tendency, which prevails even in actual cases where the 
conditions of the various undertakings differ among each other, 
whereby the cumulative action of slight obstacles to competition 
produces on prices effects which approximate to those of monopoly. 

It should be noted that in the foregoing the disturbing influence 
exercised by the competition of new firms attracted to an industry 
the conditions of which permit of high monopolist profits has been 
neglected. This appeared justified, in the first place because the 
entrance of new-comers is frequently hindered by the heavy 
expenses necessary for setting up a connection in a trade in which 
the existing firms have an established goodwill—expenses which 
may often exceed the capital value of the profits obtainable; in 
the second place, this element can acquire importance only when 
the monopoly profits in a trade are considerably above the normal 
level of profits in the trade in general, which, however, does not 
prevent the prices from being determined up to that point in the 
manner which has been indicated. 

It might seem, moreover, that the importance of the market- 

ing difficulties as a limit to the development of the productive 





(the special services, or the distinguishing features added to it by each producer) 
is sold under monopolistic conditions. This point of view, however, is more 
artificial and less in conformity with the customary method of regarding the 


matter. 
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unit has been over-estimated as compared with the effect in the 
same direction exercised by the more than proportionate increase 
in the expenditure which a firm must sometimes incur in order to 
furnish itself with the additional means of production which it 
requires; but it will generally be found that such increases in 
costs are an effect, and not a determining cause, of the market 
conditions which render it necessary or desirable for a firm to 
restrict its production. Thus, the limited credit of many firms, 
which does not permit any one of them to obtain more than a 
limited amount of capital at the current rate of interest, is often 
a direct consequence of its being known that a given firm is unable 
to increase its sales outside its own particular market without 
incurring heavy marketing expenses. If it were known that a 
firm which is in a position to produce an increased quantity of 
goods at a lower cost is also in a position to sell them without 
difficulty at a constant price, such a firm could encounter no 
obstacle in a free capital market. On the other hand, if a banker, 
or the owner of land on which a firm proposes to extend its own 
plant, or any other supplier of the firm’s means of production, 
stands in a privileged position in respect to it, he can certainly 
exact from it a price higher than the current price for his supplies, 
but this possibility will still be a direct consequence of the fact 
that such a firm, being in its turn in a privileged position in regard 
to its particular market, also sells its products at prices above 
cost. What happens in such cases is that a portion of its mono- 
poly profits are taken away from the firm, not that its cost of 
production is increased. 

But these are mainly aspects of the process of diffusion of 
profits throughout the various stages of production and of the 
process of forming a normal level of profits throughout all the 
industries of a country. Their influence on the formation of the 
prices of single commodities is relatively unimportant, and their 
consideration is therefore beyond the scope of this article. 

PIERO SRAFFA 




















BRITISH EXPORT TRADE? 


For a country situated as is Great Britain, dependent on 
outside sources for a large part of its food-stuffs and for the 
majority of the materials for the mechanical industries which 
provide employment and the means of livelihood to the crowded 
populations of its towns, the maintenance of a large export 
trade is a fundamental condition of existence. It is, therefore, 
not a matter for surprise that the progress of our export trade 
is watched with anxious interest. For a considerable period 
before the war, the magnitude of the export trade increased at 
a rate which afforded considerable ground for satisfaction. Thus, 
comparing 1913 with 1900, the value of the exports of the produce 
and manufactures of the United Kingdom increased by £234,000,000 
or just over 80 per cent., being an average increase of 4-7 per cent. 
per annum, in spite of the sharp set-back of 1908. Now 1913 
was a year of somewhat special activity, though it is interesting 
to note that the aggregate exports of the twelve months ended 
May 1914 were slightly greater than those of the calendar year 
1913, the exports of the twelve months to June 1914 being slightly 
less than those of 1913. Had the average progress of the following 
years equalled that of the period from 1900 to 1913, the equal 
period from 1912 to 1925 would have given an expansion carrying 
the total value of British exports to about £879,000,000, while 
the actual figure was £773,000,000, including £40,000,000 repre- 
senting our shipments to the Irish Free State, which were 
“internal ” trade in 1900-1913. The fact that prices have varied 
must also be allowed for. If this is done for the period 1900- 
1913 the measure of the increase in the period is reduced to 70-8 
per cent., or an average rate of 4-2 per cent. per annum. Using 
the unit values of 1913 as the basis of calculation, the quantities 
of goods exported in 1912, increased for trade expansion during 
thirteen years by 70-8 per cent. on the average, would yield for 
1925 a total of about £863,000,000. The selection of 1912 as the 
initial year of the second period, while it gives that period a length 
equal to that of the earlier period commenced in 1900, has the 
advantage of avoiding a measurement from the year of greatest 

1 Based on a paper read before section F of the British Association, Oxford, 


1926. 
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pre-war exports. But, as the exports of 1912 differed from those 
of 1913 in average values as well as in quantities, and the differ- 
ences of values per unit of quantity accounted for roughly half 
the recorded difference of aggregate values, the selection of 1912 
in place of 1913 as the initial date of the second interval of thirteen 
years affects the measure of volume of trade calculated for 1925 
less than might have been anticipated from a consideration of the 
recorded total values of exports in 1912 and 1913. 

The actual exports of 1925, if we assign to each class of goods 
the average value of the same class of goods exported in 1913, 
and make due allowance for the change in regard to trade with 
Southern Ireland, represented about £400,000,000, or less than 
one-half of the amount which, with a continued expansion at 
the rate experienced from 1900 tc 1913, might have been attained. 
In this comparison, the error of selecting, as the period with 
which to compare, the interval from the trough of a depression 
to the crest of a wave of expansion does not vitiate the result, 
since 1900 was a year of exceptional activity in our export trade. 

It is not my object, in calling attention to the effects of the 
war on the progress of our export trade, to stress the pessimistic 
view in regard to our commercial position and prospects. The 
check in the development of the world, and of the exchanges 
between nations, resulting from the war has affected not only 
ourselves, but also those countries whose rivalry in our overseas 
markets was a matter of great concern to us even in the period 
to which I have referred, during which the expansion of our trade 
attained so considerable a magnitude. During that pre-war 
period the external trade of all countries, according to calculations 
of a Dutch statistician quoted in The Economist of July 31, 1926, 
and of a German writer in Die Gesellschaft of January last, basing 
himself on the summaries compiled by the Statistisches Reichsamt, 
increased in value by about 80 per cent., or, so far as exports 
are concerned, from rather over £2200 millions to rather over 
£4000 millions. To determine the extent to which price changes 
affected this great mass of trade would require a very lengthy 
calculation, even if the elementary detailed figures were available 
which could serve as its basis. From the results of our own experi- 
ence, it would appear that the food and raw materials we 
imported were costing us, in 1913, about 13 per cent. more per 
unit of quantity than in 1900, while the manufactured goods 
we exported were bringing in less than 10 per cent. more per unit. 
The exports of the world may, perhaps, be taken to have risen 
somewhat more in average values than our exports, since natural 








ae 
Q 
N 


se 
ar- 
alf 
12 
en 
25 
he 








1926] BRITISH EXPORT TRADE 553 


products form a larger fraction of the general exports of the world 
than of our exports, and our imports afford a clue to the price 
tendencies in the world exports of natural products. The value, 
at 1913 prices, of the world’s exports would appear to be estimated 
by the German writer referred to above at about £2500 millions 
in 1900, a figure which seems reasonably consistent with the 
calculations just cited. Thus there would appear to have been a 
somewhat greater increase in the volume of our export trade, 
during the period in question, than in that of the aggregate 
international trade of the world. Perhaps, in spite of the growing 
volume of natural products, the equipment for exploiting them 
and the clothing of the workers engaged in the work of exploitation 
were in growing demand, and we, by the character of our industry, 
felt the effect of that growing demand. How is it with the later 
course of trade? According to a compilation which appears in 
the issue of July 19 of the Commerce Reports of the United States 
Department of Commerce, the exports (including, at least in some 
cases, re-exports) of fifty-five countries, representing something 
like 90 per cent. of the value of the world’s exports, were greater 
by 53 per cent. in gold value in 1925 thanin 1913. This aggregate 
includes the additions which arise from the creation of new 
international boundaries. Making such allowance for those 
changes as the information available appears to justify, and 
assuming that the total of the world’s exports has expanded in 
gold value similarly to the exports of the fifty-five countries 
serving as the basis of this American calculation, we find that the 
export trade of the United Kingdom now represents approxi- 
mately 1% per cent. ot the value of the world’s total exports as 
compared with 13 per cent. in 1913 and less than 134 per cent. 
in 1900.1 


1 In the tables of world trade prepared by the new Institut fiir Konjunktur- 
forschung (1 Jahrgang, 1926, Heft 2, p. 95) the aggregate of exports recorded for 
1913 is 66,699 million marks. For 1925 the value, calculated in gold marks at 
1913 values, is given as 64,493 millions, a reduction of 3-3 per cent. For the 
United Kingdcm the reduction is calculated as 7-9 per cent. The fraction of the 
total assigned to this country is 16-1 per cent. in 1913 and 15-3 per cent. in 1925, 
showing a sraaller proportionate reduction than the figures in the text. No 
adjustment ior the increase in the world’s 1925 aggregate due to new inter- 
national boundaries is made. It would appear that the aggregates are not 
exhaustive, and the results may also be affected by the mode of reduction of 
values for 1925 in gold marks to their equivalent at 1913 prices, for which 
purpose the Wholesale Prices Index of our Board of Trade has been used. If 
allowance is made for the inclusion in the figures of United Kingdom exports 
in 1925 of the exports to the Irish Free State, our relative share in the world’s 
export trade in 1925 will be reduced so as to show a falling off from 1913 to 1925 
somewhat greater than that represented by the figures in the text. 
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These figures appear to suggest that the restoration of world 
trade to its former dimensions and capacity of expansion can do 
more to restore our own export trade, and revive the industries 
that depend on it, than a struggle to secure for ourselves trade 
that has been carried on by some other nation, important as it 
is to maintain our competitive capacity. In this connection it 
is not without interest to note that, taking the Commerce Reports 
figures of European imports, which appear to be nearly complete, 
the imports of countries other than the British Isles are stated 
as $10,112 millions in 1913 and $11,984 millions in 1925, or, say, 
£2280 millions and £2470 millions. Our exports to Europe, 
with charges of transport added, may be estimated at about 
£200 millions in 1913 and £260 millions in 1925. They appear, 
therefore, to have formed under 9 per cent. in 1913 and about 
104 per cent. in 1925 of Europe’s total imports. Yet the per- 
centage of our aggregate exports which we sent to Europe was 
34:6 in 1913 and 32-0 in 1925, and fell further to 29-5 in the year 
ended June 1926. In this fall the reduction in exports of coal 
had a great share, owing to the preponderance of Europe in our 
markets for exported coal. 

For the other continents, the American writer’s aggregates 
appear to involve omissions of an importance sufficient to render 
corresponding deductions deceptive. It may, however, be of 
importance to refer to the figures of our trade with other parts 
of the British Empire, which took 37-2 per cent. of our exports 
of 1913 and 39-2 per cent. in 1925, a percentage further increased 
to 41-4 in the year ended June 1926. Allowing for cost of trans- 
port, it would appear that our exports to the Empire represented 
about 41 per cent. of Empire imports in 1913, and nearly 37 per 
cent. in 1925. In these comparisons between 1913 and 1925, the 
countries covered have been kept as nearly as possible the same, 
that is to say, the trade of the Irish Free State in 1925 is left out 
of account in order to preserve as sound a basis of comparison as 
possible, and for the same reason the Anglo-Egyptian Sudan and 
the mandated territories of Palestine and Iraq, Tanganyika and 
South-West Africa, parts of foreign countries in 1913, have been 
treated as foreign in 1925. The figures of our trade with them 
in 1913 are not separately recorded. 

The contrast between the effect on our export trade of the 
lessened trade activity of Europe and of the expanding trade of 
the British Empire overseas is marked. Europe, and the world 


1 The value of all articles other than coal, coke and manufactured fuel, 
which were consigned to British countries in 1913 was 41-0 per cent. of the value 
of the total export of such articles. In 1925 the percentage consigned to the 
same countries was 41-7, and in the twelve months ended June 1926, 43-7. 
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which lies outside Europe and the British Empire, appear each 
to take about one-tenth of their imports from the United Kingdom, 
and thus it appears that, for a given volume of trade, we are 
securing well on to four times as much if the demand arises within 
the British Empire as if it arises outside the Empire, average 
conditions in each case being the basis of the comparison. Of 
course there are regions outside the British Empire which look 
to us for as great a share of their supplies as do some parts of the 
Empire itself. 


THE PRINcIPAL ExpPortTiInG INDUSTRIES 


Turning from the geographical distribution of our export 
trade to its industrial distribution, it is not necessary to dwell 
on the part of it which is concerned with Food, representing now, 
as just before the war, a little under 6} per cent. as against about 
5 per cent. at the beginning of the century. In raw materials, 
coal is the dominant element, responsible for nearly 10 per cent. 
of our aggregate exports in 1913, but for only just over 6} per 
cent. in 1925. Other items, particularly wool and oils, have 
increased in importance, but the class of Raw Materials, which 
represented 12-6 per cent. of our exports in 1913, represented but 
11-1 per cent. in 1925, a percentage reduced to 10 for the twelve 
months ended June 1926. 


LEADING GRovUPs OF British Exports, 1913 AND 1925 
(Trade with the Irish Free State in 1925 is excluded.) 
































1913. 1925. 
To To 
ae To All ao To All 
British | Countries. | British * | Countries. 
Countries. Countries. 
Million £. | Million £. | Million £. | Million £. 
Food, Drink and Tobacco : 12-8 33:9 20-4 45-1 
Coal . 1:8 50°7 3:0 47-9 
Other Raw Materials 1-5 15°5 3:1 33:1 
Tron and Steel Goods 26-9 55:3 35-2 66:4 
Machinery 10-9 33-6 22-5 48-1 
Cotton Goods ‘ 57-8 126-5 80-1 197°6 
Woollen and Worsted Goods . 10-1 35:7 16:8 57-6 
Vehicles 2 9-4 24-5 17°8 31-5 
Other Manufactured Goods 59:3 138-2 89-4 193-2 
Total Exports (including Par- 
cels Post, pot a 195-3 525-2 294-9 733°2 





1 The territories specified above (p. 554) have not been included here, full 
details not being available. 
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What are usually called the ‘“ manufactured” exports, 
officially described as “‘ Articles wholly or mainly manufactured,”’ 
accounted for about 78-8 per cent. of the total in 1913 (and in 
1900) and for 81 per cent. in 1925. This change of percentages is 
due to the lessened relative importance of the Raw Materials 
class rather than to positive expansion in manufactures. In the 
class of Manufactures there are four groups each of which com- 
prised more than 5 per cent. in value of the total exports, and 
which, together, accounted in 1925 for about one-half of those 
exports. 

As shown in the above table, these are, in order of monetary 
importance, Cotton, Iron and Steel, Wool and Machinery, to 
which Vehicles, with between 4 and 5 per cent., may be added. 
It will be observed that two of the four depend on the demand 
for capital equipment, and therefore on the volume of saving here 
and elsewhere. The other two are concerned more with the 
demand for clothing and household equipment, though not 
unconnected with capital extensions, since increased employment 
on capital works abroad might be expected to increase the demand 
for textile goods on the part of the classes engaged on such works. 
The fifth group may be related either to capital development or 
to expenditure on personal services, or to both. From about 
50 per cent. of our exports in 1900, these five groups rose in 
importance to 52-5 per cent. in 1913, and in 1925, after allowing 
for Irish Free State trade, to 54-7 per cent. of the total. An 
examination of these groups seems one of the most promising 
ways in which to seek light on one of the puzzling problems 
of our export trade records, namely, the comparatively large 
increase in average values per unit, viewed in relation to the 
increase in the prices of raw materials. Some importance 
attaches to the differences in price movements of different raw 
materials, and to the comparative importance of these in 
reference to the particular goods included in the aggregate of 
our manufactured exports. In addition to this consideration, 
two explanations appear to present themselves. Either the cost 
of the manufacturing processes has increased relative to the cost 
of the raw material, or the goods included in recent years under 
important headings in our statistics of trade are different in kind 
or quality from those similarly included in former periods. In 
particular instances other circumstances, such as changes in the 
units of measurement, introducing uncertainty into the com- 
parisons, may help to render the problem difficult of solution. 

Take first the case of Cotton Goods, accounting for 24 per 
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cent. of our total exports in 1913 and in 1900, and for nearly 
27 per cent. in 1925, after allowing in the published aggregate 
figures for the Irish Free State trade. There is clearly room for 
much variation in quality under the existing headings. Thus 
the yarns actually exported may be finer or coarser on average 
than formerly, and similarly for piece goods. Comparing 1925 
with 1920 such a change has occurred. The percentage of bleached 
or dyed yarns has decreased from 17} to 93. On the other hand, 
yarns of 40’s counts and under accounted for 64 per cent. of the 
total weight in 1920 and for only 51 per cent. in 1925. Yarns 
from 40’s to 80’s increased in importance from 25 to 35 per cent., 
and those from 80’s to 120’s from barely 9 per cent. to over 12 per 
cent., the still finer yarns decreasing in proportion to the total 
quantity. What was the distribution of counts in 1913 there is 
no record, and therefore no means of deciding whether the true 
average value per pound of the yarn exports of 1925 would have 
been, at 1913 prices, 1s. 5d., the actual average of 1913, or a 
higher or lower value. The average value of grey yarns exported 
in 1925 showed an increase of 121-4 per cent. on the corresponding 
1913 average, and it is possibly significant that the average 
market values of seven typical yarns were higher by 112 per cent. 
in 1925 than in 1913. 

The two largest figures in the record of exports by countries 
were, for 1913, and also for 1925, those relating to Germany and 
Holland. The former were, and remain, of relatively high value, 
the latter of relatively low value. Both have increased in import- 
ance, absolutely as well as relatively, but the expansion has been 
greater in the quantities sent to Holland than in those sent to 
Germany. In recent years the former have had a large element 
of grey yarns of the coarsest range of counts separately shown in 
our records (under 40’s); the latter have had as the predominant 
element grey yarns of a finer class (40’s to 80’s), and have been, 
in price, above the average of the class. The effect of these 
changes on the calculation of the average rise in value per pound 
cannot, in the absence of the detailed information regarding the 
trade of 1913, be estimated even roughly. 

In piece-goods the position is also beyond satisfactory elucida- 
tion. Of the total value of piece-goods exported, the percentages 
were : for grey goods 28-0 in 1913 and 23-4 in 1925; for bleached 
cottons 27-7 in 1913 and 29-4 in 1925; for goods dyed in the piece 
22-3 in 1913 and 24-9 in 1925. Prints represent practically the 
same percentage (17) at both dates and coloured cottons were 
only about 5 per cent. of the total, so that the changes have only 
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minor importance in reference to the aggregate. These differences 
in relative importance enter into the ordinary calculations of the 
average price change. But the records do not show the fineness 
of the goods, and even though the weight and average width is 
now ascertained, these factors are unknown for 1913. There 
are, however, some presumptions which may serve as guides. 
India took 43-2 per cent. of the linear yardage exported in 1913 
and 28-9 per cent. in 1925. In grey goods India’s percentage 
was 62-9 in 1913 and 45-9 per cent. in 1925; for bleached cottons 
the percentages were 38-3 and 29-2; for prints 38-2 and 13-0, and 
for goods dyed in the piece 24-8 and 13-4. The goods taken by 
India, as shown by the post-war particulars, were substantially 
lighter, somewhat wider on average and of cheaper grade than the 
mass of other exports. 

Some details of the comparison are given in the following 
table : 


Exports oF Cotton Prece Goons, 1925 








= 
Grey. | Bleached.| Printed. oo pe ae 
Exports to India : 
Million sq. yards . 669 484 154 106 8 1421 
Million £ . ; 14-2 11:3 5-2 4:3 0:3 35:3 
Per 1000 sq. yards : 
Value£ : 21-2 23-3 33-8 40-5 41-1 24:8 
Weight lbs. : 157 120 159 197 188 148 
Linear yards : 892 915 1154 1207 1054 940 
Total Exports : 
Million sq. yards . | 1381 1484 646 731 172 4414 
Million£ . ° 35-0 44-0 25-4 37-2 7-9 149-6 
Per 1000 sq. yards : 
Value £ . ‘ 25-4 29-7 39:5 51-0 45-8 33-9 
Weight lbs. : 180 178 178 232 231 190 
Linear yards , 942 1023 1195 1124 1175 1045 























The decreased importance of India might, therefore, mean that 
the average grade or quality of the different classes of piece 
goods was higher in 1925 than in 1913 by an amount serious 
enough to affect the calculation of average prices and hence of 
volume of trade. Further, it appears at least probable that the 
India purchases are of higher grade goods than in 1913, and the 
principles adduced do not apply to India alone. 

It may be interesting to show the results of separating the 
Indian market and the Far Eastern markets (China and Hong 
Kong, Japan, etc.), in both of which the takings have been reduced 
in strikingly greater degree than in our overseas markets generally, 
in calculating the aggregate change in values and in the volume of 
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trade. The Dutch East Indies, Straits Settlements and Ceylon 
have not shown so marked a reduction in their purchases as 
India and China, and the figures for India, China, etc. given below 
are not inclusive of the exports to the markets lying between 
India and China. 


























Total Value. 
Million Value per 
linear yards | 1000 linear 
exported. yards. 1925 yard- 
In In age at 
E9ES: | 1925, | SVSeee 
values of 
1913. | 1925. | 1913. | 1925. 1913. 

Million | Million} Million 

£. se =p £: £. 
To India, China, etc. : 
Grey . ‘ - | 1748 620 11-1 23°9 19-4 14-8 6-9 
Bleached . . | 1057 | 538 | 12-4 | 27-0 13-2 14:5 6-7 
Printed , = 507 | 196 | 12-6 | 30-3 6-4 6-0 2-5 
Piece-dyed . : 475 | 172 | 17-3 | 44:5 8-2 7:6 2-9 
Coloured Cottons. 44 12 17:0 | 42-1 0-7 0-5 0-2 
To all other markets !: 

Grey ; 5 610 | 680 | 13-2 | 29-7 8-0 20-2 9-0 
Bleached . : 988 | 980 | 14-1 | 30-1 13-9 29°5 13-8 
Printed ‘ ‘ 724 | 576 | 14:3 | 33-8 10-3 19-5 8-2 
Piece-dyed . < 676 | 651 | 20-0 | 45-5 | 13-6 29-6 13-0 
Coloured Cottons. 246 | 190 | 16:5 | 38-7 4-1 7:4 3-1 














1 Except the Irish Free State in 1925. 


The aggregate value at 1913 rates of the cotton piece goods 
exports of 1925, calculated as indicated in the above table, 
amounts to £66-4 millions, a result practically identical with that 
obtained by a similar calculation made from the total yardages 
without distinction of the different classes of goods. The calcula- 
tion without separation of the two groups of markets gives £64-6 
millions, the difference being 2-8 per cent. A calculation dividing 
the world’s markets into eleven geographical groups and carrying 
out in that fuller detail the procedure indicated in the above 
table affects the result but slightly, the figure of £66-4 millions 
being raised to £66-7 millions. There are indications that the 
character of the goods taken has changed in many markets. 

The same class of consideration, as has been illustrated in the 
case of cotton goods, applies in other cases, although the out- 
standing illustration of the changes in make-up of goods included 
under one and the same heading in the Trade Accounts which 
is afforded by India in the case of cottons is not available in 
every, if in any, case. 

In the case of Machinery, the very conception of a standard 
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unit by means of which to measure quantities of the various 
classes of goods included in the group is far from easy. Numbers 
of machines and weight of machines are alike inappropriate, and 
the measurement of the average price-change is at best a rough 
approximation. In considering the general position, however, 
it is not without significance that Electrical Machinery represented 
a tonnage larger by over 23 per cent. exported in 1925 than in 
1913, the value per ton being about double that of 1913, as was 
also the case for Agricultural Machinery and for Boilers and Boiler 
House Plant, in both of which the tonnage showed decreases. 
Prime movers other than electrical also fell off in tonnage, but 
it is a striking feature of the 1925 record that 69 per cent. of the 
tonnage and 66 per cent. of the value was in respect of internal 
combustion engines. They were not shown separately in 1913. 

The figures relating to sewing machines show a reduction in 
the weight per machine of about one-tenth between 1913 and 
1925. 

To pursue comparisons of this kind further would take more 
space than is available. In the examination of several groups 
there has been found a tendency for the relative importance of 
markets to fall in which the cheaper classes of goods of a given 
description were sold. An example of the opposite is printing 
paper. In this case the exports to Australia and New Zealand 
were 38 per cent. of the total weight exported in 1913 and 74 per 
cent. in 1925. The average value was below that of other principal 
markets in 1913 and remained in that relative position in 1925. 
The increase in average value of the exports will, in these circum- 
stances, be likely to under-represent the rise in values per unit 
of similar commodities. 

If the detail of the various groups of exports, when worked 
out in the manner suggested by the available particulars of the 
examples selected, should bear out the suggestion made, namely, 
that the average quality of articles similarly described in our 
export record has been higher recently than before the war, a 
suggestion entirely consistent with the known tendency towards 
the establishment of the simpler forms of certain manufactures 
in countries in which no manufacture of those kinds, properly 
so called, had existed, it would follow that the relation of the 
volume of our exports at present to those of the best pre-war year, 
1913, is not one showing a reduction of 25 per cent. or nearly 
that, as the simple arithmetic suggests, but a reduction of notably 
less magnitude. 

It may be questioned, too, whether there may not be cause 
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for satisfaction in securing a return per unit of product of our 
industries increased in greater proportion than the cost of the 
materials we have to purchase for its manufacture, if this be the 
meaning of the average increase of 87 per cent. in the twelve 
years per unit of manufactured commodity exported, while the 
market prices of materials in general showed an advance of barely 
55 per cent. But is it the meaning? Let us illustrate this from 
the case of cotton. In 1913 the quantity of cotton retained (i.e. 
imports less re-exports) amounted to 19,167,000 centals and in 
1925 to 18,141,000 centals. A careful consideration of the data 
available for 1913 points to the conclusion that, in addition to 
large stocks on hand at the beginning of the year, about a fifth 
of the available imported cotton was used for purposes not covered 
by the exports of “‘ Cotton Yarns and Manufactures.” For 1925 
a similar calculation assigns about one-third to those other uses, 
including cotton used for hosiery and apparel exported. For 
1925 the variation in stocks was not important. These estimates 
mean that the weight of the cotton in the cotton goods exports 
of 1925 was only about 21 per cent. less than in those of 1913, a 
conclusion not obviously consistent with the calculated reduction 
in “‘ volume ” of exports by 30 per cent. in the latter year compared 
with the former. The known weights of exports hardly admit of 
decreasing the estimate of cotton used for making them in 1925 
by any important amount, while an increase in the estimated 
weight for export purposes in 1913 requires an assignment to 
“home ” uses of a reduced amount. The resulting comparison 
of the weights for “‘ home ”’ uses in 1913 and 1925 would show an 
increase difficult to reconcile with the apparent facts, particularly 
in view of the growing use of artificial silk. 

If the calculations mentioned are approximately correct, the 
imported cotton fibre contained in the exports of 1913 cost about 
£49 millions and that in the exports of 1925 about £76 millions, 
an increase of 55 per cent., while the excess in the value of exports 
over the cost of the fibre in them would be £77-3 millions and 
£121-1 millions respectively, an increase of 56-6 per cent. These 
results, however, depend for their validity on unproved hypotheses. 

If the comparison of the general increase in wholesale market 
prices of industrial materials with the substantially greater relative 
increase in the values per unit of manufactured goods exported 
means that our cost of manufacture is too great, it would be a 
serious symptom. If it means that the world is ready to pay 
more highly for the kind of work done in this country than for 
work done in securing natural products, that might be matter for 
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some satisfaction. Clearly we need more information to enable 
us to determine the significance of the figures. To secure it means 
challenging the impatience of questionnaires which is often point- 
edly expressed in the public press and in speeches at gatherings 
of the classes of persons to whom those questionnaries must be 
addressed if they are to be of any use. The defects of the pre-war 
official records, which limit our confidence in comparisons with 
that period, are now past amendment. It has been suggested 
that private records may survive, the use of which might throw 
some light into the corners left dark by the lack of detail in the 
older official statistics. Even with-such help important defects 
must remain. If, however, we take care to improve the official 
records of the trade of our own time, it will be possible to 
render future comparisons with the present, based on the data 
officially collected and published, deserving of a confidence which 
cannot be placed in some features of like comparisons of the 


present with the past. 
A. W. FLux 
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THE COAL PROBLEM AS SEEN BY A COLLIERY 
OFFICIAL 


THE most disconcerting factor in connection with the coal 
problem appears to be the tendency to assume that the question 
is of a local or national character. Britishers view and discuss 
this matter as if it were peculiar to this country alone. The same 
point of view is taken up in other countries. Germans and 
Americans, for example, think, that if the miners worked harder, 
the problem would be solved in their particular countries. 

Perhaps the first essential is to clear the ground of accumula- 
tions of misleading data, and incorrect conclusions, that obscure 
the view and bar the way to genuine progress. Let me say a 
little from this point of view about the eight-hour day, a remedy 
which has been responsible, probably, for misleading more people 
inside and outside the industry than any other that has been 
put forward. This is largely attributable to the inefficiency of 
the Mines Department, which publishes unreliable data that 
mislead the public and incidentally malign the miners. 

The coal-mining industry of Great Britain has been operated 
for a period under the Eight Hours Act. Why is it that com- 
parative figures, in respect to production and costs, have not been 
prepared for both periods before and after the Act? Probably 
the answer is, that the people who compile these figures do not 
realise their proper significance. The output per man in the coal 
industry since the year 1914 has often been compared with some 
period which might be the year 1914, or some year previous to 
that date. But the Mines Department has published no com- 
parative figures in respect to outputs prior to the year 1914. 
Sometimes the output per man per day for 1914 is given at 20-32 
ewts. This is misleading, as the figures relate to the month of 
June alone; those for the rest of the year are not available, and 
if they were, would be of little value, for the following reasons. 

The output per person per shift as between the years 1913 and 
1924 shows a reduction of 4-72 per cent. when compiled along the 
lines of the statistical branch of the Mines Department. This 
maligns the miners, and has led them to be branded as slackers 
and shirkers, inasmuch as the coal hewers, who are the colliers 
proper, are working harder, and with better effect, under the 
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seven-hour day than they did previously under the eight-hour 
day. These men are not only producing the same coal output 
in seven hours as they did in eight hours, but are producing more. 
Although the coal output figures of the Mines Department are 
against the miners to the extent of 4-72 per cent., the appropriate 
figures are in their favour to the extent of 1-75 per cent. These 
figures show that since the introduction of the seven-hour day 
the efficiency of the coal hewer has been increased by approxi- 
mately 16 per cent. I will not say that this is entirely 
consequent upon the introduction of the seven-hour day, as the 
available statistics, as previously demonstrated, are not sufficiently 
exhaustive for the purpose. The misleading character of the 
output figures of this Department is due to the unsatisfactory 
way in which these important statistics are compiled. Two 
instances of this kind will suffice : 


(a) There were nearly 17,000 fewer men employed under- 
ground during 1918 than during the previous year, but there 
was an increase of 4000 persons employed on the surface. 

(b) There was an increase of over 10,000 persons employed 
on the surface during 1924 as compared with 1923, although 
there were less men employed underground. 


In both these cases the reduced number of men underground had 
their output as calculated adversely affected by the increased 
number of workers employed on the surface. Similar instances 
occur underground; but Government mining statistics do not 
provide for their ready detection. 

Before leaving this phase of the question, it may be of interest 
to quote another case where a reduction of hours resulted in an 
increased output of coal upon the part of the miners. There were 
about 34,000 miners employed in the Illinois coal-field, U.S.A., 
from the year 1894 until 1900. During the years 1894-1896, they 
worked a ten-hour day, and during this period their output 
averaged 2-7 tons per man per day. After this they worked an 
eight-hour day, and during this period their output increased 
from 2-7 tons to 3-2 tons per man per day. More than this, the 
men worked more regularly, and on an average 198 days per 
year, instead of the 184 days they worked previously. 


Under Ten-hour Day. 


184 days at 2-7 tons = 496-8 tons per man per year. 
496-8 x 34,000 men = 16,891,200 tons total output. 
“Ten Hours.” Total Annual Output = 16,891,200 tons. 











le 
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Under Hight-hour Day. 
198 days at 3-2 tons = 633-6 tons. 
633-6 tons x 34,000 men = 21,542,000 tons. 
“Eight Hours.” Total Annual Output = 21,542,000 tons. 
** Ten Hours.” Total Annual Output = 16,891,200 tons. 


Reduction in hours increased the output by 4,650,800 tons. 


It would seem, therefore, that a reduction of 20 per cent. in 
the length of the working shift resulted in an increase of nearly 
28 per cent. in the total annual coal output. 

It has hitherto been too readily assumed that a reduction 
in working hours connotes a reduction in output. It has been 
shown that this is not always the case, but that there are instances 
where the men, in consequence of shorter hours, feel more vigorous 
and, without knowing it, put more energy into their work. This 
is what may be called an economic working day, and is of mutual 
benefit both to men and employers. If a man produces more in 
seven hours than he would in eight, what point is there in com- 
pelling him to work eight? If the British miner works an 
economic day, that is, a day in which he gives the best results, 
what concern should there be if a German, French or American 
miner works a longer day ? 

In this connection it may be permissible to draw attention to the 
futile comparisons so frequently made between the miner’s working 
day and the working day in other occupations. An incident 
that came under my notice recently will help to illustrate this 
point. A squad of colliery officials was detailed off for a period 
to fill small coal into trucks for use of the boilers during the recent 
strike. They were kept busy, and managed to tire themselves 
out every day by the end of the shift. But this did not prevent 
a certain two of these officials disputing with one another over 
certain trifles, and this was of daily occurrence. After a time the 
supply of small coal at the surface became exhausted, and they 
had to go underground to cut coal in rather a warm place. I 
saw them some time afterwards and asked them jocularly if they 
still quarrelled, when one of them replied, ‘‘ Oh, damn, we are 
too weak to speak.”” And this was literally true; the conditions 
under which these men worked were such that the perspiration 
boiled out of them at the least exertion. Their clothes were 
completely saturated with moisture in less than an hour, and this 
so enervated the men that they had no energy or desire left 
for unnecessary speech. When you know the conditions under 
which the miners work, any comparison as to the length of the 
working day in this and other occupations is manifestly unfair, 
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as there is no comparison, say, between the miner and a journalist, 
commercial traveller, railwayman, docker and so on. The miner 
goes down the pit to work and not merely to fill in time. 

Modern machine mining is not conducive to ca’ canny on the 
part of the men. It can, under normal conditions, be easily 
detected and dealt with. But it must be admitted that the matter 
is not so easy to detect or deal with under abnormal conditions 
or the older methods of working. 

It has been frequently argued, that if the mines were State- 
owned, all our mining troubles would disappear; that the miner 
would have higher wages and better conditions, and the consumer 
cheaper coal. And still further, that the mines would be safer, 
and as a consequence there would be fewer accidents. 

It would be well to examine these claims, and to do this we 
will take the industry as it stands. The following figures will be 
used; they are taken from the statistical summary of output, 
costs, proceeds and profits of the coal mining industry for the 
quarter ended March 31, 1926. 








Tons. Per ton. 

Tonnage disposable commercially . ‘ ‘ 60,425,386 ; 

£ a. a. 
Wages (including subvention) , ‘ F 37,230,611 12 4 
Wages (excluding subvention) , E ‘ 28,765,639 o. 7 
Stores and timber ; ‘ 5,399,022 1 9 
Other costs ond 8 general expenses) ‘ 7,757,883 a a 
Welfare Fund = , 373,771 2 
Royalties . ‘ ‘ 5 ‘ 3 ; 1,579,274 6 
Total costs . . ‘ . . ‘ * 52,240,561 Ly. -3 
Subvention . : : P ‘ ; 8,464,972 2 9 
Commercial disposal! . ‘ ‘ F . 47,692,034 15 9 
Credit : ‘ ; 7 : é 4,278,124 3s 











The percentage of unemployment in the coal-mining industry 
covered by this period varied from 8 to 10 per cent. 

It would be interesting to know, in the light of the figures 
given above, how the exponents of nationalisation propose to 
produce cheaper coal and at the same time increase the wages of 
the miners. It can be done by throwing more miners out of 
employment. And this would also be the effect of the much- 
sought-for reorganisation, and to some extent of unification. 

It will be seen from the foregoing table that the tonnage 
disposed of commercially was 60,425,386 tons, and that the sum 
received for it was £47,692,034. It will also be seen that this 
sum was iasufficient to meet the wage requirements of the industry 
by £8,464,972. The benefits claimed for nationalisation, unifica- 
tion and reorganisation are to all intents and purposes identical, 
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namely, cheap coal for the consumer ; higher wages for the miner ; 
and in the case of nationalisation, greater safety in the mines. 
It is doubtful even with all the economies that may be affected 
by one or all of these schemes whether the saving would be more 
than a couple of shillings per ton. 

But the point to be borne in mind is, that if you do save 2s. per 
ton, this will not affect thé present position. Coal has lately 
been sold under cost price to the extent of 2s. 10d. per ton. In 
some districts this figure is as high as 5s. 2d., but the average for 
this country is 2s. 10d. In what way will nationalisation, unifica- 
tion or reorganisation make good this 2s. 10d. per ton? Where 
willit come from? Here you have it demonstrated, that the total 
amount of money paid for coal, at the prices ruling lately, to the 
coal-owners of the United Kingdom is insufficient to pay the men 
engaged in the industry a reasonable wage, even if they were paid 
the whole of it. But it is argued, if we produce cheaper coal we 
will sell more of it, and thus attract more money into the industry 
to be paid in the form of wages. This theory has so often been 
put forward that it is worth while to examine it. 

We might possibly sell more coal in foreign markets, just as 
we did in the early part of the present year, but it would not be 
enough to affect the position. We should only do this until com- 
peting nations had devised some means of underselling us. By 
adopting nationalisation the only difference will be, that you 
will have intensified the struggle by introducing more powerful 
protagonists, and possibly at the same time aggravating the 
unemployment problem as well. You will undoubtedly, if you 
reduce the price of coal sufficiently, capture a portion of the coal 
export trade of some other country, probably that of Germany or 
America. But it will be Dead Sea fruit. The foreign consumer 
alone will benefit. You will sell more coal, but you will get less 
money for it. 

The disastrous nature of this policy is exemplified by the 
export figures for the United Kingdom for the March quarter 
1924 and 1926. 


Coal Exports. 

















March quarter. | Quantity. — | Total Value. 
Tons. a. 4. £ 
1924 15,705,950 24 4 19,270,422 
1926 13,190,584 244i. 7 12,031,042 
Reduction . ‘ . 2,515,366 Lose . P 7,239,380 
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It will be seen that in this instance the reduction in price did 
not arrest a falling demand, but that a reduction in output of 
24 million tons took place. This was accompanied by a loss of 
over 7 million pounds sterling. Thus it will be seen that lower 
prices of coal do not always mean increased demand. 

A comparison of the March quarter of 1925 with that of 1926 
is also instructive. 


Coal Exports. 





March quarter. Quantity. | over Total Value. 





£ 
13,803,726 
12,031,042 


19925 . . 13,102,317 21 0 
1926. . ., 13,190,584 18 2 


Tons. | s.d | 





Increase : . . 88,267 Loss . - 1,772,684 





As will be seen, our coal exports increased as a result of the 
combined influence of a reduction in price, and the fear of an 
impending stoppage, by 88,267 tons. But it would have been 
far better if the coal had been left in the earth. We gave the 
foreign consumer more coal but received less money for it in 
exchange. The annual figures for the coal industry as a whole, 
in this country and America, further emphasise the conclusion 
that the contention that cheap coal’s proving a solution of the 
coal problem is an economic fallacy that cannot be founded on, 
or supported by, fact. 

According to the statistical summary of the coal industry for 
the March quarter 1926, the subsidy amounted to 2s. 94d. per 
ton; it was 3s. per ton for the preceding quarter. We will 
assume that it is still 3s. per ton. This 3s. per ton is to be taken 
off on the ground that the subsidy is economically unsound, and 
the men are expected to make good this reduction by greater 
intensified effort, either by longer hours or in some other way. 
One of two things must happen : 


(a) Either the same number of men must produce more 
coal, or, 

(6) The same amount of coal must be produced by less 
men. 


The first alternative raises the problem of producing and 
disposing of the extra coal. The second raises the unemploy- 
ment problem. You will be throwing more men on the unem- 
ployment market, and also pits out of commission. 
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Is this a wise policy? But to get back to the first considera- 
tion, namely, that the same number of men must produce more 
coal. If this is successful, this will very effectively prevent any 
of the unemployed miners re-entering the mines, or any of the 
mines coming back into commission. It would mean this, that 
the present number of men engaged in the coal-mining industry 
would have to increase their total annual output by 50 million 
tons. And that would be necessary merely to maintain the 
present rate of wages. But we know that we could not get rid 
of 50 million tons of coal at present prices. We will therefore 
have to reduce prices sufficiently low to induce consumers at 
home and abroad to purchase this extra 50 million tons of coal 
necessary to make up the difference due to the withdrawal of the 
subsidy. But if we do this, and, say for argument, that a reduc- 
tion of 3s. per ton is sufficient, we shall be compelled to produce 
and dispose of a further 50 million tons to make up this reduction 
of 3s. per ton. Is there anyone so optimistic as to believe that 
the men and mines now employed can produce 100 million tons 
more of coal with the same costs? That is, that 335 million 
tons of coal can be produced at the same costs at which 235 millions 
is now being produced ? 

There remains the problem of the disposal of this output, even 
if it could be produced. The highest coal output ever produced 
in this country was 287,430,000 tons in 1913. The annual average, 
however, is about 260 million tons. It will be seen, therefore, 
that the output of the mines of the United Kingdom has never 
reached the 300 million tons mark. We are asked, however, to 
produce 335 million tons of coal per year at the same cost as we 
now take to produce 235 million tons—100 million tons less. 
And it is expected that a 3s. per ton reduction in the price of coal 
will induce consumers to buy this extra 100 million tons. 

The question next arises, how much of this 100 million tons 
can we unload on the home market, and how much upon the 
foreign market? We will take the foreign market first. During 
1925 this country exported 34 times as much coal as Germany, 20 
times as much as France, and 20 times as much as the sea-borne 
coal export trade of America. The approximate figures in each 
case are as follows: Great Britain, 68 million tons; Germany, 
20 million tons; France, 34 million tons; U.S.A., 34 million 
tons (sea-borne). This latter does not take account of the 20 
million tons approximately sent overland into Canada. Suppose 
we captured the whole of the coal export trade of Germany, 
France and the United States, that would only mean 27 million 
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tons, if we had the whole of it—~n impossible assumption. There 
still remains the problem what to do with the remainder of the 
100 million tons—73 million. Will any one argue that we can 
unload this upon the home market by reducing the price by 
3s. per ton? Further, would anyone argue that this quantity 
of coal could be unloaded on the home or any other market at 
any price ? 

In so far as any increase in sales fail to make up for the 
reduction in price, so much will be the loss to the industry, plus 
the costs necessary for the increased output, such as timber and 
stores and soon. And each succeeding reduction will only serve 
to intensify the problem and render it still more acute. The 
policy of cheapening coal as a means of increasing the revenue 
of the coal-mining industry is, therefore, an utterly hopeless 
proposition. 

What would be the effect of a reduction in the price of coal 
upon its consumption at power houses, gas works, railways and 
metallurgical works? Would it stimulate consumption? In the 
first three, not at all; in the last named, hardly any appreciable 
difference under the most favourable circumstances. All these 
concerns require a definite amount of coal. Power houses require 
sufficient to produce the power that will be consumed by con- 
sumers. The quantity of coal used rises and falls with the amount 
of electricity used, and has no close connection with the price. 
Similarly, at gas works the amount of coal used depends upon the 
amount of gas required by consumers. The annual consumption 
of coal for gas-making purposes ranges around 18 million tons. 
In respect to railway consumption the case is somewhat similar. 
The annual consumption of coal on railways stands very con- 
sistently around the 13 million tons mark. The amount of coal 
used on locomotives depends upon the number of trains, the 
length of the journeys, the weight of the trains, and the gradients 
over which they have to be drawn. And this does not alter 
very much from one year to the next. If coal were cheaper, so 
much the better for the shareholders of these concerns and the 
consumers of their products. The miners would not benefit, 
neither would the colliery companies. 

In face of the foregoing, I think it will be agreed that the 
policies of the past must be abandoned, as no policy or course of 
action yet proposed by either side will restore the industry to an 
economic basis. Both sides aim at producing cheaper coal, the 
one by nationalisation, unification and reorganisation; the other 
by increased production and longer hours. Both will fail, even 
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if they accomplish their purpose in producing cheaper coal. 
‘Coal has been getting cheaper day by day without the community 
being aware of it. Twenty years ago it took 184 lbs. of coal to 
generate a unit of electricity.1 Suppose we compare this per- 
formance with present-day practice. Last year (1926) the average 
consumption in Great Britain was 2-53 lbs. per unit of electricity. 
There is, however, one station in this country generating electricity 
with a coal consumption of 1-51 Ibs. per unit. The best American 
practice is 1-99 lbs., which obtains in the State of New York. 
What effect has this upon the coal problem? The present 
electrical output of this country is 7,000,000,000 units per annum, 
and to generate this quantity, 8 million tons of coal are consumed. 
This represents a saving of 50 million tons of coal per annum as 
compared with two decades ago—a saving that is due to improved 
engine and boiler design in conjunction with improved feed-water 
treatment, and utilisation of waste heat at the boilers. It means 
that by the combined efforts of mechanical, chemical and electrical 
engineers, 8 tons of coal now do the work that formerly required 
58 tons when used for power purposes. 

If the whole of the power stations of this country were of the 
same high standard of efficiency as the one referred to, there 
would be a further yearly saving of 3,300,000 tons of coal. It 
is predicted that in the course of fifteen years’ time this country 
will consume 21,000,000,000 units of electricity annually. This 
would, upon the practice prevailing in 1903, require 174 million 
tons of coal; but with the application of the best present-day 
practice, a saving of 160 million tons of coal can be effected. This 
represents considerably more than 50 per cent. of our total annual 
production. 

Again, gas companies of the United Kingdom as a consequence 
of improved technique now produce more gas with less coal than 
they did formerly, and in this way effected a saving of 7,000,000 
tons of coal during 1925 as compared with the year 1903. 

As an indication of the effect of improved engine design upon 
the consumption of coal, it may be interesting to note that 
condensing engines require one-half the coal required by non- 
condensing engines. An enormous saving is thereby ensured by 
mere improvement in engine design, and this does not take into 
account the saving that may be effected by improved boiler 
construction and feed-water treatment. Under this last heading 
alone it is being claimed that one ton of coal in five can be saved. 

The same thing is going on in all countries; we will take 
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America as an example. The coal output of the United States 
has fallen by considerably more than 100 million tons per annum 
in the course of six years, and this at a time when the general 
industrial prosperity of the United States has been the envy of 
other nations. This emphasises the fact that the depression in 
the American coal-mining industry is not due to depression in 
other industries, but is due rather to the more scientific use made 
of coal in those industries. In Chicago a dollar will now buy 
eight times as much electricity as it would buy in 1900. During 
1924 the railroads of the United States carried double the quantity 
of traffic they did in 1914, but with practically no increase in the 
amount of coal used. In the manufacture of pig iron, during the 
six years, 1918 to 1924, a saving of 9 per cent. in fuel con- 
sumption was effected by improved methods. The saving in 
coal due to improved methods in the recovery of gas, tar and 
light oils since 1913 has amounted to 11 per cent. 

Over longer periods the changes are more pronounced; the 
Edison Illuminating System of Boston effected a saving of 75 per 
cent. in their fuel consumption in a little over two decades. The 
Commonwealth Edison Co. of Chicago effected a saving of 70 per 
cent. during the same period. The substitution of bye-products 
for beehive coke ovens has resulted in a reduction of 17 per cent. 
in the unit fuel consumption. Again, although the output of 
electricity in the United States during 1924 was higher than during 
the previous year, it required six million tons of coal less to produce 
it. Had there been no improvement in the utilisation of fuel 
in the United States during the last eight years, the demand for 
bituminous coal would apparently be 60,000,000 tons greater 
than what it is to-day. 

Let us pause just here and ask ourselves: What effect has 
this upon the coal-mining industries of the world? Are they better 
circumstanced because 1 lb. of coal will now do the work which 
formerly required 12 lbs. of coal? Are they better circumstanced 
in view of the fact that 50 per cent. more household gas is recovered 
per ton than was the case in 1903? It may be noted in 
passing, that these remedies have not proved the salvation of the 
German coal-mining industry, which is in a state equally as bad 
as our own. 

The above are a few of the causes of diminishing markets for 
coal. Other causes of diminishing markets are : 

(1) Tramways have become obsolete. This has closed 
permanently a big market for steel rails, and also for steel 
for rolling stock. 
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(2) Railways are becoming obsolete for purposes other 
than long-distance passenger service and heavy mineral 
traffic. But there is a distinct possibility that this advantage 
even may largely be denied them in the near future. 

(3) The Seven Seas have been covered with shipping, quite 
sufficient for the world’s needs, and the possible need for 
future development is relatively small. The only ships 
that will be required are little more than replacements, 
which will be necessary owing to the fact that some ships 
will be sunk and others become obsolete. 


In view of the diminishing markets for steel, and as a conse- 
quence a diminishing market for coal, coupled with the more 
scientific methods for using coal, there is little hope for the 
restoration of the pre-war demand for this commodity. This 
fact must be recognised, as otherwise we shall only delude our- 
selves, and delay the adoption of a permanent and effective 
solution so far as the coal industry is concerned. 

The next phase of the question that should occupy our attention 
for a brief space is, that of the more efficient means of producing 
coal. It will be agreed that this, in a general way, is a desirable 
consummation, but it cannot be regarded as a means of solving 
the problems of the coal industry. Any tendency in this direction 
will, in itself, tend to intensify these problems. For purposes of 
comparison in this connection we must, for obvious reasons, look 
to the United States of America. Nature has been kind to 
America in this respect. She has been blessed with great deposits 
of coal, lying in thick seams, easily accessible, and with roof and 
floor conditions especially favourable to machine mining on an 
ambitious scale. These conditions do not apply to the same extent 
inthis country. This is exemplified by the fact that the American 
miners carry one unproductive worker to every two hewers. 
The Durham miners, on the other hand, each carry two unpro- 
ductive workers. In this respect the Durham miner carries four 
times the burden of his American confrére. The State of Kansas 
seems to be especially favoured in this respect, the miners of which 
carry one unproductive worker to every three miners—a burden 
one-sixth that of the Durham miner. The annual output per 
person in the American coal industry is 682 tons (1923), in the 
British coal-mining industry it is 229 tons (1923). The output 
per man shift of the American miner is therefore three times that 
of the British miner. 

Obviously there can be no comparison in respect to output 
under such conditions. Yet, in spite of all its advantages, the 
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American coal industry is similarly placed to our own. The 
American miners have to struggle against falling wages, and have 
to resort to strikes for this purpose, just the same as the British 
coal miner. Why is it, in face of the high output of the American 
miner, and the comparatively cheap production of American coal 
mines, that the coal-mining industry of America is like our own— 
a declining industry? The annual output of the American mines 
fell from 579 million tons in 1918 to 483 million tons in 1924; 
a decline of 96 million tons. And this in spite of the fact that 
the pit-head price of American coal is one-third of what it is 
in this country. If either country captured the whole export 
trade of the other, this even would not be sufficient to solve the 
problem in the successful country. The combined coal export 
trade of Great Britain, Germany, France and the United States 
(sea-borne) did not during last year (1925) reach the 100 million 
tons mark. 

The point I wish to emphasise is, that the miners have put 
too much hope on the increase of the efficiency of the mines, 
and that it is the general high state of efficiency of the mines 
of this and other countries, coupled with improved efficiency in 
the use of coal, that is responsible for the present deplorable 
economic situation. From the point of view of their own self- 
interest they should concentrate their attention upon means of 
sharing the advantages already gained by the improved efficiency 
and greater economy that has already taken place. 

The miners have been told by people less competent than 
themselves to-speak upon this question, that water power and 
oil are the causes of the trouble in the coal industry. The water 
power now developed in Europe equals 28 million tons of coal, 
whilst the coal produced in Europe equals 517 million tons, 1.e. 
about nineteen times as much coal power produced as water 
power. This shows that water power has so far had little effect 
upon the coal industry. 

The possible development of water power in Europe, however, 
equals 190 million tons of coal, about one-third of the total power 
required. Water power in Great Britain will never exceed 10 per 
cent. of the power required. Lochaber and the Grampians, the 
two chief water power schemes in this country, save 600,000 tons 
of coal per annum. The Severn, if successful, would save 1} 
million tons of coal; approximately six or seven days’ output of 
the South Wales coal-field. 

The effect of oil has been much over-stressed. Oil is especially 
adapted for certain requirements ; it will make headway in certain 
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directions, not on account of its cheapness, but on account of 
its adaptability for motor vehicles and road and air transport, 
and to some extent marine transport. For power purposes in 
stationary engines it has no advantages over coal. Industrial 
concerns are turning over from oil to coal at the present time in 
the United States. Oil companies themselves find it more 
economical to use coal than oil for power purposes. 

It will be seen that the miners and mine-owners have during 
the past five years pursued a suicidal policy, the result of which 
has been to bring the miners to starvation wages and the owners 
to bankruptcy. The world markets are over-stocked with coal. 
This being so, why should this insane scramble for work and 
markets continue? We have had five years of it. Look around 
and see the result. Five years ago collieries were stopped in all 
parts of the country and the men requested to give promises of 
increased outputs as a condition of re-starting those pits. The 
promises of increased outputs were given, and were more or less 
successfully carried out. But what was the effect? The effect 
was that those collieries which resumed work on the strength of 
their promises to increase output, and were successful in doing so, 
succeeded also in pushing some other colliery out of commission. 
The workmen of these collieries had to make, in turn, like promises 
and efforts as a condition of remaining at or resuming work. Each 
time this was done it only served to intensify the struggle between 
one man and another, one pit and another, one coal-field and 
another, and one country and another. This senseless game has 
been going on for the past five years not only in this country but 
also in others. 

Attempts have and are being made to control output in many 
other industries on an international scale; notably in respect to 
shipping, steel rails, steel tubes, cotton, and so on. The system 
of control will of necessity vary with the nature of the product and 
the character of the industry. A hard-and-fast rule cannot be 
applied to all industries indiscriminately. 

The question now arises as to the best method of applying 
this lesson to the coal-mining industry. The crude method of 
restricting output designated as “ ca’ canny ” is a thing of the 
past so far as coal mining is concerned, and has been given much 
more prominence than it deserved. The most promising and 
feasible solution appears to be the immediate introduction of a 
variable week throughout all countries affiliated to the Miners’ 
International, pending the gradual reduction of the number of 
men in the industry. This would be far more effective than any 
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interference with hours would be, as an adjustment of hours 
would require legislative sanction, which would take time and 
complicate matters. 

This solution could be operated by the Miners’ International 
off their own bat, but it would be preferable in the interests of 
the miners, the owners and the industry generally if they co- 
operated with the owners in the different countries in this matter. 
This would be necessary to prevent the intrusion of capitalistic 
adventurers and others, who would be attracted by the improved 
conditions that would ensue, as otherwise it would tend again to 
depress conditions within the industry. All fresh entrants into 
the industry, either from the financial or manual side, would have 
to be regulated by those already within the industry. A tribunal 
of miners and mine-owners should be instituted to decide what 
fresh companies, if any, should be formed, and what pits sunk. 
And miners should be forbidden by their organisation from taking 
part in new undertakings not sanctioned by the tribunal. 

By the plan outlined, strikes for increased wages would be 
obviated, and the industry would be freed from these continually 
recurring crises that do so much to dislocate and hinder trade. 
This scheme promises continuity of peace within the industry ; 
it also promises to restore the industry to its former economic 
independence. 

ALFRED MorGan 
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FAMILY ALLOWANCES AND THE SKILLED WORKER 


Wir the solidifying of social compunction, social justice 
and social organisation at the close of the nineteenth century, 
the labour contract ceased to be a simple buying and selling of 
factory-fodder which only took count of the worker as a pro- 
ducer. The claim for the “ living wage’ adapted to human 
needs grew more active in negotiations between employers and 
employed. Wages, in fact, were developing into a compound 
of payment for work done and subsistence allowance for the 
worker’s family. With the further crystallisation of public 
opinion and of Trade Union bargaining power in the lower 
grades of labour, this subsistence element became predominant 
and the more urgent material needs overshadowed that element 
in wages which is the return to special skill. 

During the war, the rapid rise in the cost of living hastened 
this tendency. Additions on a uniform cost-of-living basis 
tended to depress the skilled rate relatively to the unskilled. 
The Balfour Committee on Industry and Trade recently 
produced. evidence that since 1914 there had been a greater 
percentage rise in the wages of unskilled than in those of skilled 
workers. Later, as the total return to industry and the workers’ 
share of it did not increase, there was a further encroachment 
on the margin available for the skilled worker. The majority 
of recent wage settlements also tend to reduce differences in 
remuneration between the different grades within each industry. 

The results have received only intermittent attention from 
the public. But they are sufficiently serious. An increasing 
number of skilled workers are migrating to unskilled industries 
or emigrating to other countries and a decreasing number of 
youths are entering skilled occupations. It is significant that 
the greater proportion of British emigrants taking up permanent 
residence in the U.S.A. are classed as skilled, and that recent 
immigration laws permitted the British Isles to supply three 
out of every five emigrants allowed to enter the country after 
1926. A Trade Union mission to the States reports “‘ Eighty 
per cent. of pattern makers in one plant were British and thirty 
per cent. of the machine shopmen.”’ ‘“ Employers say quite 
frankly that they depend on Great Britain for their supply of 
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moulders.’”’ These immigrants were not “ remittance men,” 
industrial failures or social dregs. In addition to a large per- 
centage of skilled artisans they included a number of super- 
intendents and managers. The present disorganisation of the 
wage system is driving out invaluable elements of population 
to a country whose prosperity enables better prospects of 
economic advancement. 

We cannot afford U.S.A. wages at a flat rate. But, as 
pointed out in recent evidence before the Coal Commission, 
“‘ the necessity under our present system of providing through 
wages for the family needs of even the least skilled men whether 
they have actually families or not swallows up so large a pro- 
portion of the available resources that too little is left for the 
remuneration of exceptional skill.” There remains a possi- 
bility that by a better distribution of the amount available for 
workers and by provision apart from wages for the ‘‘ subsist- 
ence element ”’ we might enable a closer adjustment of earnings 
to standard of work. 

This separate provision is the purpose of family allowance 
schemes. Under the family allowance system the total family 
income would be composed of ‘‘ the competitive wage of the 
bread-winner together with an extra amount provided in respect 
of dependents ”’ (Mr. J. L. Cohen), the “ extra amount ”’ being 
paid either by the State through taxation or through a system 
of insurance or through industry. The system has been 
described as ‘‘ the only possible way of combining a minimum 
wage based upon need with a possible maximum based upon 
effort and the value of a man’s work ” (Mr. Ramsay Muir). 

What would be the reactions of family allowances on the 
income of the skilled worker ? 

At first sight, a weakness of family allowances would seem 
to be that at their introduction rates would probably be fixed 
at an amount which would be ineffective as far as the skilled 
worker was concerned. A criticism in The Post of December 
15th, 1925, observes: ‘‘ It would mean a move towards the 
fodder basis. Instead of making for a higher standard of life 
for all, it tends to depress each down to the bare allowance 
necessary to maintain each child.”’ The supporters of the 
system have not yet indicated on what ‘“‘ needs’ Mr. Ramsay 
Muir’s minimum is to be based. The elasticity of the term 
‘‘minimum ”’ has baffled countless experts. When investi- 
gating cost of living according to ‘“‘ reasonable standards of 
comfort,”’ in 1920, the Australian Commission on the basic wage, 
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after considerable discussion, confined their enquiry to “ the 
needs that are common to all employees, following the accepted 
principle that there is a standard of living below which no 
employee should be asked to live.”” A family budget enquiry 
conducted in Washington by the U.S. Department of Labour 
considered that there were three levels: a ‘‘ minimum of health 
and comfort level,’’ a ‘‘ minimum of subsistence level’ and a 
‘ poverty level.’”’ The primary function of Agricultural Wages 
Boards in this country was defined as fixing minimum rates 
‘“‘ based upon the cost of maintaining workers and an average 
family in a state of physical efficiency.” 

Some advocates of family allowances shirk the difficulty of 
varying needs by asserting that the motive idea of the scheme 
is the value of maternity and childhood ‘‘ independently of all 
forms of productive services.’”’ But the moment will arrive 
when this reward to the abstracts of maternity and childhood 
has to be translated into payments to concrete wives and 
children with a concrete standard of living. Miss Eleanor 

Rathbone has said that the system “‘ should provide for actual 
families.”” Actual onlyinnumbers? Oralsoinneeds? When 
the potential value to the nation of motherhood and childhood 
is eventually assessed in terms of hard cash the promoters of a 
scheme will have to decide whether the allowances shall be 
paid at a flat rate, and if so what standard shall be aimed at; 
or whether they shall be paid at differential rates, and if the 
needs standard of the family shall be judged according to the 
standard of the breadwinner’s wages or grade of occupation. 

The problem of the differential rate may be contemptuously 
dismissed by doctrinaires as a form of class snobbishness. But 
are class distinctions likely to be eliminated by a flat rate of 
family allowance which is relatively advantageous to the 
families of lower-paid workers and which in actual practice 
emphasises such distinctions ? 

Supporters of the system have not spoken with an assured 
voice on the question of differential rates. The hesitation 
shown by its leading exponent in advocating either method is 
sufficient indication of the difficulties involved. In an address 
to the Eugenics Society in 1924, Miss Rathbone said: ‘ The 
above considerations point to the importance of introducing 
family endowment into this country in a form which permits 
the allowances to be so graded as to bear a reasonable relation 
to the standard of life of the parents. Otherwise a scale which 
might act as an actual bribe to parenthood in one class of 
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parents would altogether fail to remove the barrier in the minds 
of another. However much one may deplore the exaggerated 
differences in the standard of life of different occupational 
classes, so long as they exist it is impossible to separate the 
standard of the child altogether from that of its parents, and 
the attempt to rectify the inequality through family endow- 
ment would be to sacrifice many of the main advantages of the 
system. Lest this argument appear. undemocratic, I may point 
out that an analogy is used in the Trades Union Congress 
Report on unemployment insurance by industry, to justify 
graded rates.’”’ Miss Rathbone went on to suggest that “a 
graded system would obviously be very much easier to achieve 
under an occupational system of endowment than under a 
State scheme” (paid for out of taxation or contributory 
insurance), but that this might be got over by grading rate of 
taxation or contribution as well as rate of benefits. 

In cross-examination before the Royal Commission on the 
Coal Industry, December 1925, Miss Rathbone stated: ‘I 
should say that it is better to have a flat rate wherever you are 
dealing with workers in the same occupation. There might be 
difficulties in having a flat rate if you were dealing with the 
whole population. But there are merits, I think, in having a 
flat rate. . . . I do not think I have myself a very strong view 
as to whether it should be a flat rate or graded, but I think 
there is a very generally held view that at any rate within 
workers of the same occupation where they move up from one 
grade to another it would very much complicate the scheme if 
the allowances also changed. Also, the view is taken by many 
people that the human rights and human needs of each child 
are the same, and where you are dealing with allowances based 
on need and not with wages based on skill there would be no 
particular object in discriminating between the needs of one 
child and another.’’ In her book The Disinherited Family she 
declares that ‘‘the grading of allowances to suit the different 
standards of life and eugenic needs of different sections of the 
population, which is essential if the full advantages of direct 
provision are to be reaped, will come about much more easily 
and naturally through occupational pools than under a State 
system, though it is technically quite possible under the latter ”’ 
(p. 313). She makes the suggestion (p. 194) that it ‘‘ may be 
necessary to make the State system a flat-rate one and secure 
the necessary gradation by supplementary allowances from an 
occupational pool for all the higher grade occupations.” 
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The Family Endowment Society has made no recent pro- 
nouncement on the point. In its early beginnings in 1917, the 
majority of its Committee, when presenting a scheme of State 
endowment, held that the rate of endowment should be equal 
for all families, on the grounds that (1) The mother’s responsi- 
bility is the same whatever the income. (2) The needs and the 
potential value to the country of the children are the same in all 
families whatever the income. (3) That the State should not 
give preferential treatment to certain classes, especially where 
these classes are defined by income. 

The minority objected that a flat rate though on the surface 
giving equal treatment would in practice penalise the inter- 
mediate families, especially if the necessary funds were raised 
through income tax. They suggested a graded scale of endow- 
ment rising with income, 7.e. with the amount of tax paid. 
They also pointed out that unless the rate of allowance rose 
with income, endowment would not affect the birth rate in those 
classes. 

The majority apparently defined ‘“‘ needs’ on the fodder 
basis to which the writer in the Post objected, and did not 
regard as ‘‘ preferential’’ a flat rate which favoured the 
lower-paid grades relatively to the higher-paid. 


b] 


The schemes in operation on the Continent have on the whole 
favoured a flat rate. 

The French railway companies originally varied the amount 
of children’s allowances in accordance with the amount of the 
worker’s basic rate of pay and the size of the station. In 1916 
they changed this to a flat rate with an income limit. The 
income limit was raised and finally abolished. Some munici- 
palities pay allowances at a fixed percentage of their officials’ 
salary. There is a constant tendency in France to raise or 
abolish income limits and to extend family allowance schemes 
to the ‘‘ salariat.”’ 

Dutch Civil Servants, including teachers, receive an allow- 
ance at a fixed percentage of salary, as do the officials in certain 
German firms. In some mining schemes in Germany a higher 
rate of allowance is paid to hewers than to drawers and to 
drawers than to surface-men. Statistics compiled by Pro- 
fessor Douglas of Chicago University, comparing married 
workers’ income in industries where the allowances are paid 
with that of the unmarried, show that the percentage increase 
has been much higher in the unskilled grades. In a few cases 
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in Austria the allowances were a percentage addition to wages, 
also in the Polish mines. In the Polish Civil Service the 
allowances were greater in the case of the more highly-paid 
officials. The Czecho-Slovakian scale was proportionately 
much greater for low-paid than for better-paid employees. 

A Bill (which was ultimately defeated) drafted by the New 
South Wales Government in 1919, divided wage-earners into 
twelve wage groups, each successive group having one-twelfth 
deducted from the amount set. The reasons for adopting this 
tapering scale of benefits were given as follows: (1) Higher paid 
workers had a surplus available to take care of their children 
(which ignores the possibility that in many cases such “ sur- 
plus” is the return for special skill acquired at some sacrifice). 
(2) That if the grants were not tapered some workers would lose 
in total income by increasing their wages. 

In the New South Wales Parliament, in 1920, Dr. Richard 
Arthur advocated a flat-rate payment owing to the impossible 
amount of book-keeping, supervision and inspection involved 
by a differential rate. He maintained that any other scheme 
would breed discontent, jealousy and accusations of favouritism 
against the Administration. 

The Australian Labour Government Bill of 1921 proposed 
allowances on the basis of income, the amount of the allowances 
being reduced by the amount of income in excess of the basic 
wage. Dr. Arthur objected to this on account of the vast 
amount of administrative machinery entailed and the lessening 
of incentive to increase income. 

Professor Douglas advocates that, if allowances are to de- 
crease with amount of income, the decrease should be on a 
tapering scale so that on a wage increase the worker will always 
gain more in wages than he loses in the form of allowances. 
But he admits that this method would be so complicated that it 
would be virtually impossible to administer. 

The general opinion of French and Belgian Trade Unionists 
appears to be that the allowances should be at a uniform rate, 
but that there should be no income limit. 


It has been urged that in an industrial scheme of family 
allowances “‘ it would arise naturally that the allowances would 
bear some relation to the scale of remuneration and standard 
of living customary in the occupation.” But this assumption 
disregards the innumerable gradations of remuneration and 
standards within any one industry and the ‘ demarcation 
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difficulties ’’ on which admirable arm-chair schemes of reform 
have foundered. 

Others have argued that, as the remuneration of the higher 
grades frequently rises until the worker is approaching the age 
when his children are wage-earning, there is already a rough 
grading of income to needs which makes direct family mainten- 
ance less necessary in these grades. The argument ignores the 
fact that this remuneration is frequently a form of compensa- 
tion, a return for early years of training at a price and sacrifice 
at a cost. It is unfair to make it serve the dual purpose of 
repayment for past “‘insurance’”’ and payment for present 
needs. 

Although a particular deficiency is no reason for prolonging a 
general deficiency and the present situation of skilled workers 
is insufficient ground for leaving untouched the maladjustments 
which might be remedied in other grades, the reactions of a 
scheme which only aims at benefiting the latter may be actively 
injurious to the higher grades. Opponents of family allowances 
invariably point to the danger that the system may be realised 
at the expense of the unmarried worker; few envisage the 
danger that it might be financed from the wages of the skilled 
whether married or unmarried. 

The Family Endowment Commitee of Enquiry of the Women’s 
National Liberal Federation were of the opinion that family 
allowance schemes ‘“‘ would clear the ground for an equitable 
settlement of wages as between different sections of workers.” 
On the other hand, the Commercial Secretary to the British 
Embassy in Paris declared that ‘‘ the difference in remuneration 
for qualities of work is being considerably narrowed in conse- 
quence of the normal grant of flat rates for cost of living 
bonuses and for family allowances as well as for housing pro- 
vision under market rates, medical attendance and welfare 
benefits generally. The margins between skilled and unskilled 
wages are thus being systematically reduced and apprenticeship 
discouraged.” 

Nevertheless it seems probable that the endeavour to provide 
for the family of the unskilled worker through a “ living wage ”’ 
based on the needs of a fictitious ‘‘ average ’’ family of five 
persons has for some time past restricted the margin available 
for the skilled worker and his real family. Miss Rathbone, in 
her evidence before the Coal Commission, considered that ‘‘ so 
far from family allowances interfering with the principle that 
men performing the more skilled work should be able to enjoy 
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a higher standard of living than the less skilled it actually 
facilitates this. Under the present system, many of the skilled 
workers if they have several children, must, in spite of their 
higher wage rates, be actually living at a lower standard than 
those of the unskilled who are childless.” 

Whatever the effect of family allowances on the present 
generation of skilled workers, there should be at least one 
important reaction on those of the future. In most countries 
where the system is in operation there is a tendency to extend 
the allowances beyond the regulation age in the case of young 
people who are continuing their education or serving their 
apprenticeship, thereby releasing them from the necessity of 
early earnings in relatively high-paid but unskilled occupations. 

What of the eugenic reactions of family allowances on the 
higher grades of industry? To quote Miss Rathbone again : 
‘* T do not believe that anyone who has been in touch with the 
facts can doubt that on the whole the elements in the working 
classes who are restricting their families represent the cream 
and those who are not practising restriction the dregs.”’ And 
further: ‘‘ It will hardly be disputed that, speaking generally, 
the brain-workers and the skilled manual workers are likely 
to produce a higher proportion of children of good physical and 
intellectual calibre than the unskilled worker and the sub- 
merged tenth. They are also likely to give those children a 
better environment.” Will the “‘ cream ”’ be perpetuated by an 
inducement which is relatively greater in the unskilled grades ? 
At their inception the allowances will probably be too small to 
have any effect on the birth rate in the higher grades. As a 
French worker crudely questioned: ‘‘ Croyez-vous qu’on fasse 
un enfant pour cent francs?” The situation is not merely 
academic. Lord Buckmaster recently pointed out in a debate 
in the House of Lords, that the birth rate per thousand for 
skilled labour was 153, for unskilled labour 247; and that “ if 
you take the standard of intelligence measured by examination 
of the children in the schools, you will find that there is a 
descending scale of intelligence which is in exact inverse ratio 
to this standard of birth rate.” 

Without going as far as Professor MacDougall who urged 
that, as the higher occupations represented the ‘‘ cream ”’ in 
selected hereditary ability as well as in better environment and 
opportunities, family allowance schemes should be confined to 
them, it must be realised that those who advance the ‘“‘ value 
of mothers and children to the nation ”’ motive will ultimately 
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be faced with the question “‘ Is the value of the mothers and 
children in the lower grades (which derive a relative advantage 
from a flat rate) greater to the nation than the mothers and 
children of the higher grades? ” 

Apart from these problems we are still confronted with the 
difficulties that if the allowances were paid at a flat rate the 
‘“ average family ”’ fiction will still dominate the wages of the 
higher grades and the welfare of wives and children in these 
grades will still be linked to industrial conditions; that, if 
there were grading in income groups, there would be dis- 
turbances at the margin of these groups; that the difficulties 
of grading and administration of a differential rate might be 
overwhelming even if its cost were not prohibitive. 

Here, in fact, is matter for straight thinking before the family 
allowance system nears practical realisation. The foregoing 
outline is a landsman’s attempt to mark a reef here and there. 
It is ior experts to chart the passage. 

O. VLAsTo 


RR2 








THE HOLDING COMPANY IN AMERICAN PUBLIC 
UTILITY DEVELOPMENT 


THE remarkable growth of public utilities in the United States 
during the last twenty-five years is one of the outstanding features 
of the great industrial development that has taken place within 
the country. In this unusual development the holding company 
has played a significant réle. Prior to 1900 these industries 
were more or less in their adolescent stage of development. 
They were managed by well-intentioned but, owing to the youth 
of the industry, often inexperienced or inefficient men. The 
services furnished by these enterprises were barely sufficient to 
meet the fundamental needs of the time. However, in the brief 
period of a quarter-century the utility industry, in all its ramifica- 
tions, has grown to giant proportions. 

At the beginning of the century, for example, there were 
approximately a half-million customers of the electric light and 
power industry, while at present there are seventeen million. 
Electric output has increased from 2-5 to 55 billion kilowatt hours. 
Gas sales have advanced from 90 to 405 billion cubic feet. Tele- 
phone customers have increased from 2-3 to 14-3 million; an 
increase of over 500 per cent. Other data could be added in 
addition to these figures which show the enormous growth attained 
by these public service companies. In spite of this phenomenal 
development, recent conservative analyses show that the United 
States is only 10 per cent. electrified, while the gas industry has 
only been developed slightly in excess of 10 per cent. of its future 
possible expansion. During this period the value of investments 
representing public utility property has likewise increased pro- 
portionately. To-day the public utilities 1 of the United States 
have an estimated value of 46 billion dollars, or approximately 
13 per cent. of the nation’s total wealth. Steam railroads alone 
have an aggregate capitalisation amounting to about 20 billion 
dollars.2_ The nearest approach to these totals of capitalisation 

1 This term is used in the general sense and includes electric light, gas, street 
railway, water, telephone, and heating utilities, railroad, express companies, 
and other common carriers. Statute law in some states brings other services 
within the scope of the term, such as ice utilities, stockyards, cotton-gin mills, etc. 

2 The balance is distributed among the various other utility enterprises as 
follows: Electric light and power $7,500,000,000; street and inter-urban rail- 
ways $6,000,000,000; gas, manufactured and natural, $4,000,000,000; telephone 
$3,000,000,000; water supply (with city plants), $5,000,000,000; other utilities, 
$500,000,000. 
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in any other organised productive industry or group of allied 
industries is found in the iron and steel business, in which the 
capital value in foundries and rolling mills amounts to 3-5 billion 
dollars. The capital invested in textile mills is 3 billion, while 
that devoted to the automotive industry is approximately 
2 billion dollars. The total capitalisation of mining property of 
all kinds in the United States is about 7 billion dollars, a large 
part of which is in natural resources.1_ There are only several 
other industries which have capital requirements exceeding 
one billion dollars.? 

In connection with this development consolidation of proper- 
ties, through the agency of the holding company, has been a 
significant feature. During the past twenty-five years the increase 
in public utility service in the United States has been out of 
all proportion to the increase in population. However, in spite 
of this marked increase, the number of separate utility companies 
has shown comparatively little change. To-day many of the 
utilities are no longer independent operating companies but have 
consolidated into single systems. Consolidation among these 
semi-public industries may be accounted for by the fact that they 
are natural monopolies arising from peculiar properties inherent 
in the business. By consolidation low costs and reliable service 
are made possible through mass production, which permits the 
accrual of benefits to the numerous communities supplied by the 
utilities. Formerly the small town had a little plant which was 
overloaded and was able to give limited night service only, while 
the new unified service continues for twenty-four hours and is 
dependable at all times. Both rates and service are so adjusted 
as to permit the accrual of maximum benefits to the consumers 
and make possible economical industrial community growth. 

This process of consolidation ordinarily occurs in two ways, 
viz. corporate and physical. Physical consolidation invariably 
follows in cases where the corporate plan of consolidation has 
taken place, if the properties are contiguous and can be economic- 
ally connected. By means of physical consolidation former 
independent operating companies have been combined into a 
single physical unit. In the electric field few large efficient 
power stations, with high voltage transmission lines, have been 


1 Cf. U.S. Census Reports for data concerning relative capitalisation of pro- 
ductive industries. 

2 These include shipbuilding, slaughtering and meat packing, paper and pulp, 
printing, and petroleum refining. Considerable capital is invested in agriculture, 
including the value of bare land, homes and personal property, but a compara- 
tively small proportion of this investment is devoted to productive facilities. 
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substituted for many smallindependent stations. This illustration 
is typical of physical consolidation in other utility industries. 

The corporate or financial plan of consolidation brings together 
groups of otherwise unrelated and perhaps widely separated 
properties under the control of a holding company. This control 
is ordinarily effected through the purchase of outstanding stock. 
In a technical sense the holding company is a corporation chartered 
under the laws of one of the states with broad powers enabling 
it to acquire and hold securities of other companies, and to issue 
its own securities. Great progress has been made in the develop- 
ment of holding companies among public utilities in the United 
States during the past fifteen years. As a rule the primary aim 
of this device is to acquire all or a controlling majority of the 
outstanding stock, a certain percentage of the bonds and other 
general securities, and to hold continuously, as securities, notes 
for advances made in cash to cover current operating and con- 
struction needs. The holding company uses these different types 
of securities as the asset basis for the issuance of its own securities. 

There are several kinds of holding companies according to 
their functions. They are the investment, management, engineer- 
ing, supervision, financing, and combined operating and holding 
companies. 

The investment holding companies have been quite numerous 
in recent years. They have been developed to acquire interests 
in the various public utility stocks solely for investment purposes. 
These companies rarely own control of the companies in which 
they are interested; their investments are usually limited to a 
small percentage of any one utility. They are merely holders 
of securities and function only in acquiring or selling such securi- 
ties, receiving interest or dividends thereon and distributing the 
income to their own security holders.t Another such type of 
company has appeared in recent years which is organised to 
handle the distribution of securities of certain companies only. 
It does not exercise control or management of the utility com- 
panies. Companies of this character, however, are not strictly 
classified as holding companies. Perhaps the closest analogy 


1 For example, the American Superpower Company, which is one of these 
large companies, limits its investment in any one company to 15 per cent. of the 
outstanding common stock of such company. Other large companies of the 
investment type are the North American Utilities Securities Company, Electric 
Investors, etc. 

2 Companies of this type are the Hodenpyl Hardy Securities Company, the 
Columbia Securities Company, the Associated Gas and Electric Securities Com- 
pany, the Public Service Stock and Bond Company, etc. 
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to the holding company from the financial standpoint is the so- 
called “investment trust,” which has played a rather important 
role in the financial and investment life of Great Britain for many 
years.? 

The management and engineering companies have done a 
great deal in the development of public utilities. Their expert 
engineering knowledge has been a prominent factor in placing 
the utilities in the foreground. They have not only acted as 
constructive engineers for electric light and power plants, electric 
railways, gas and other public utilities, but they have performed 
the function of management agents of the properties with an 
exceptionally high degree of efficiency.” 

The corporate or financial holding companies which either 
control, manage and operate, or supervise public utility properties 
have also been responsible for much of the indispensable achieve- 
ment in public utility progress. In fact this kind of company 
has been the most effective in the unification of utility property. 

In all there are approximately 150 public utility holding com- 
panies in the United States.? Some of these companies are not so 
large and control or manage single properties only, or small groups 
of properties. The gross annual operating revenue of forty of the 
major holding companies ranges anywhere from 741 million to 
2-4 million dollars. One reason why the holding company came 
into being has been the recognition that the public utilities are 
best adapted to serve the public when operated as a natural 
monopoly. By unified operation waste, duplication, and destruc- 
tive competition can be avoided. This kind of operation also 
has the further advantages of saving labour, conserving capital, 
and modernising the service. As early as 1890 practical applica- 
tion was made of this economic principle in Milwaukee, Wisconsin, 
through uniting all the competing street railway companies and 
the electric light and power companies in that city.’ As this 


1 See Report made by Mr. Leland Rex Robinson, American Trade Com- 
missioner in London, in which reference is made to these investment trusts. 

2 The most prominent among such companies are: Stone and Webster, 
Inc., the J. G. White Management Corporation and its associated engineering 
company, Day and Zimmerman, Inc., Byllesby Engineering and Management 
Corporation, Charles H. Tenney & Co., the United Gas and Electric Engineering 
Corporation, etc. 

3 In the electric field the North American Company ranks first in extent of 
power plant capacity and energy production. In the manufactured gas field 
the Consolidated Gas Company easily ranks first, while the Public Service Cor- 
poration of New Jersey stands well at the front in the electric railway field. 

4 Cf. Magazine of Wall Street, July 17, 1926, p. 556. 

5 Henry Villard, then President of the North American Company, united 
these competing companies. It was the first instance in the United States in 
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idea of unification spread, systems were consolidated in large 
cities and later throughout the inter-urban and rural communities. 
With the development of the holding company many of the 
utility industries have thus changed from local to national 
enterprises which now extend their service over a large number 
of communities. 

In the telephone industry this idea of a single and unified 
programme of operation, based on universal service, is perhaps 
most predominant. Most of the telephone service in the United 
States is controlled by one holding company, viz. the American 
Telephone and Telegraph Company. This concern in many 
respects is the largest corporation in the world. It controls a 
national telephone service through its subsidiaries comprising 
approximately 97 per cent. of the total telephone business in the 
country, and in addition has lines connecting some 9200 small 
operating companies. The annual gross operating revenue of 
this company is approximately 741 million dollars, and it has a 
total of 12,035,224 customers. This holding company is not 
simply an investment company, holding the stock of other com- 
panies, but it performs additional functions. It does the financing 
for all the subsidiary companies; furnishes engineers, operating 
and other experts; maintains a productive and protective organi- 
sation regarding its patents; employs a large staff engaged in 
constant research, and aims to develop the public relations of its 
subsidiaries. In brief it performs that service which is common 
to all the companies and leaves local management to the local 
operating companies. 

In the electrical field similar conditions obtain. Llectrical 
service, which formerly was available in urban communities 
only, now reaches out to the farm and the village, contributing 
in a large measure to the convenience and contentment of the 
rural and semi-rural population. Transmission lines to-day cover 
distances unheard of ten years ago, and link important sources 
of energy with large distribution centres. Practically all cities, 
towns, and villages in the United States of 5000 population and 
over, and 14,000 communities of less than 2500 population, now 
have electrical service. The electric industry cannot expand 
to any appreciable extent through the reinvestment of surplus 
earnings. This is true more or less of other utilities. There are 





which electric light and power and street railway companies were supplied with 
current from a single central station system. 

1 See Proceedings of the Academy of Political Science, Vol. XI, January 1926, 
p- 149, 
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no large surplus earnings over and above proper returns in these 
industries, because state regulation throughout the United States 
confines earnings to what may be termed a fair return upon the 
fair value of the property. As a consequence of this, practically 
all capital for extensions and improvements in the electrical field 
must be furnished by present or additional investors. The 
growth and extension of electrical service, the adoption of new 
scientific methods of operation, and the employment of skilled 
management have demanded the investment of tremendous 
sums of capital. In addition to the already large capital invest- 
ment, it is estimated that during the next ten years this industry 
will require at least one billion dollars of new capital annually. 
The main burden of securing these funds, no doubt, will largely 
fall upon the holding company. This new capital obviously cannot 
be raised piecemeal by utilities functioning separately, but must 
be provided for on a large scale by such agencies as the holding 
companies which are capable of performing this type of financing. 

Community of interest and the concentration of responsibility 
and control are also essential. Through community of interest 
the use of electrical energy can be widely diversified, resources 
and finances can be accumulated, able technical experts can be 
procured, and a capable and efficient administration can be 
employed, all of which make for more economical service. The 
operation of individual small plants is uneconomical and expensive, 
and many municipally-owned plants all over the United States 
have either been sold or leased to holding companies. Electricity 
cannot be stored, but must be used immediately upon being 
generated, or it is wasted. Within recent years it has become 
possible to transmit electric power a distance of at least 300 
miles, and this radius is constantly being increased. By electric 
transmission a large number of power users pool their power 
demands and supply them from a common source. The demand, 
therefore, made upon this source of power at any particular time 
is relatively small. The more the time is diversified among the 
electric consumers, the greater is the capacity factor and the 
smaller is the necessary investment in electrical equipment per 
customer, and the cheaper the current. The highest ‘ capacity 
factor ’’ in any community can be attained by supplying all the 
power needs in that community from a single electric power 
source or pool. The same principle applies to a common pooling 
of the supply of current among a number of communities. The 
greater the area and population electrically served by inter- 
connected generating stations, the cheaper the current. Electric 








592 THE ECONOMIC JOURNAL [DEC. 


service within a radius of practicable transmission should, there- 
fore, be of the monopoly type. Competition lessens the diversity, 
lowers the capacity factor, and thus increases the cost per unit 
of electricity. Due to this fact such monopolies are expanding 
rapidly and consolidating from time to time. The holding 
company has been one of the potent agencies in this process. 

When a number of diversified public utilities are brought 
together under effective control, there is a concentration ot 
responsibility. This increased responsibility attracts a class of 
executives who otherwise would not be attracted, and who 
probably could not be obtained by a single utility. When the 
resources of a number of utilities are combined, it makes possible 
the assemblage of technical staffs consisting of engineers, econo- 
mists, chemists, and. other employees with scientific training. 
These men, working with greater resources and with a field richer 
in experimentation, can make contributions to the advancement 
of public utilities which are of the utmost benefit to the industry. 
To-day practically every holding company has officials who are 
thoroughly trained and who have had long years of experience 
in the practical phases of the public utility business. Grouped 
about these officials are other men highly trained and skilled in 
those branches of knowledge which relate and apply to public 
utility operations. ‘These men exercise constant supervision over 
the activities of the local operating companies, tendering to the 
local managers and superintendents all the resources of a highly 
skilled and technical organisation which would not be available 
to a local utility industry except at a prohibitive cost. 

Another function performed by the holding companies has 
been the development of public relations activities. This phase 
of the utility business has been stressed to a remarkable degree 
during the past five years. These companies aim to materially 
promote pleasant and cordial relations between the utilities and 
the public. One method used to accomplish this end is by 
encouraging consumers to become partners in the enterprise 
through the purchase of securities. These securities depend not 
only upon the earnings of individual isolated properties, but 
upon the earnings of a large number of properties with diversified 
activities and operating under various economic conditions, 
thereby assuring a more continuous and stable income. In times 
of business disturbances the holding company is supposed to have 
greater power in protecting the interests of its shareholders than 
have isolated groups. The limited savings of investors are 
judiciously distributed among many securities. In this manner 
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the law of averages stabilises the capital account of a well- 
managed company, and the risks of the uninitiated investor are 
much more widely distributed. 

Bureaus have also been established and supported by holding 
companies for the purpose of further promoting scund public 
relations. These are functioning now in about three-fourths of 
the states. They distribute information regarding the everyday 
affairs of public utilities to newspapers, libraries, educational 
institutions, chambers of commerce, clubs, public officials, and 
bankers. These bureaus also furnish public speakers for lectures, 
educational work, broadcasting, etc., and supply films, lantern 
slides, and other such data as may be called for relative to the 
public utility business. An effort is made to eliminate the 
attitude of antagonism on the part of the public towards the 
public utilities, which was frequently fostered by the failure of 
the public to properly understand the fundamental principles 
that now control the public utility service. By this scheme the 
public is enlightened in regard to the character of the service, 
regulation, rates, capitalisation, and the value of the service 
furnished the customer. These features of the publicity service 
are supplemented by activities which aim to ‘“ humanise”’ the 
service. Employees are trained in habits of friendliness, courtesy, 
and cheerfulness with the purpose of establishing more sympa- 
thetic relations between the public and the utilities. Training 
is also offered in the economic phases of the industry in order that 
employees may have a clearer concept of the administrative and 
public relations problems, and thus be able to intelligently 
discuss them with people who are inclined to be critical of existing 
policies or methods. 

That the holding company has decided advantages is obvious : 
greater extension and better adjustment of facilities to meet 
service demands; better maintenance of equipment; more 
efficient operation; mass production; specialisation of skill in 
management; concentrated buying power; economy of engineer- 
ing and construction through a controlled construction company ; 
procuring of capital on more advantageous terms due to the 
distribution of risks and direct access to the savings of the people 
through customer ownership. This centralisation of control and 
management of the public utilities has no doubt been one of the 
major factors in the increased industrial productivity in the United 
States in recent years, but nevertheless it has been accompanied 
by grave attendant evils. 

The worst abuses of the holding company took place before 
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the system of public utility regulation by administrative state 
commissions had been established. This device of public utility 
organisation was widely used at first to effect the unification of 
urban traction and other urban public utilities. In most instances 
this consolidation of interest was desirable from the point of view 
of the public. It is probable that this end could not have been 
achieved at that time by any other means, even though the end 
was attained at a great cost. The abuses of that period created 
a feeling of antagonism on the part of the public against the 
utilities. Extravagant purchases and reckless over-capitalisation 
imposed heavy fixed charges which prevented efficient operation, 
checked the flow of capital for necessary extensions, eliminated 
such wholesome competition as would have made for cheaper 
service, incurred the ill-will of the public, imposed disastrous 
losses upon investors, and invariably led to the corruption of 
municipal politics. The practices of that era are now severely 
criticised, notwithstanding the fact that unification of service was 
a public necessity. 

Consolidation under present conditions through the agency of 
the holding company also tends towards over-capitalisation, in 
somewhat the same manner as in the case of the earlier municipal 
utilities. This condition is general especially where state com- 
missions have no control over the issuance of utility securities. 
The competition for the purchase of utility properties among the 
holding company groups is usually keen, with the result that the 
capitalisation exceeds the fair value for rate purposes, the 
properties being acquired at an excessive price. Each holding 
company expects that the service rates will be indefinitely con- 
tinued so as to pay not only the existing fixed charges but also a 
return on the new securities, as well as profits to the holding com- 
pany, the management, and the underwriters. Consequently the 
price paid for the existing properties is necessarily higher than 
justified for rate control, so that the consolidation is based upon 
an unstable financial foundation. The price of the local com- 
panies is also bid up on the basis of expected economies from the 
combined production and management. Frequently, too, many 
of the acquired properties are scrapped and replaced with modern 
facilities requiring new capital, and a return on the additional 
securities issued. Therefore the final burden of fixed charges 
and expected return is likely to consume the bulk of the saving 
realised from consolidation even at the then prevailing rates. 

Furthermore, this process will intensify the speculative 
elements of securities. The future earning power of the holding 
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company under such conditions will be extremely uncertain 
and subject to wide fluctuation. If the state commissions which 
have direct control over the local operating companies allow a 
return merely on the new property, the entire value of the stock 
may be destroyed. Even in fixing rates for the local companies, 
the commissions may not allow a return sufficient to pay the 
interest on bonds, since a large proportion of the earlier properties 
have been scrapped. The value of the new securities issued for 
reconstruction may also be destroyed. These conditions will 
vary considerably from one system to another, and the result in 
each case may not always be as indicated; nevertheless in no 
case are the rights of investors sufficiently safeguarded to assure 
stability and prevent wide fluctuations in security prices. This 
speculative feature is likely to more than offset the advantage 
of a wide distribution of risks on the part of the holding company 
investors, to which previous reference has been made. 

The holding company may also menace proper responsibility 
of managers to investors. By hiding profits under no par stock, 
by pyramiding holding company upon holding company, by 
financing heavily through bonds and non-voting preferred stock, 
it often happens that the investors who furnish nearly all the 
capital have little or no voice in the management. In this way 
the owners of a comparatively small amount of stock may actually 
control assets many times the value of the stock. Occasionally 
under the holding company device a new power development 
costing a stupendous sum of money is.so planned that another 
holding company will ultimately control the entire enterprise 
without a cent of permanent investment in it. Under such a 
scheme the men behind the holding company are trustees of 
helpless investors. In such instances the securities of the holding 
company are offered to the public as particularly safe because of 
the wide distribution of risk of the combined properties. While 
the security of the holding company is ordinarily more stable 
than would be that of the subsidiary companies, nevertheless in 
this case the fundamental earning basis of the entire structure 
is more or less undetermined. Its safety in a large measure 
depends upon the future action of the rate-making bodies. This 
assumed consolidation of risk obviously does not furnish the 
kind of stability that is safe to ofier to the investing public. 

Another difficulty confronted in dealing with the holding 
company is the problem of effective regulation. A serious defect 
of the present type of public utility control in the United States 
is that commissions have direct control only over the operating 
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companies, with little or no control over holding companies. 
The managers of utilities and bankers maintain that the present 
system of regulation is a sufficient safeguard. Similar opposition 
was voiced against the regulation of operating companies twenty 
years ago. The holding companies have been used to a large 
extent as the financial agencies of the properties of the operating 
companies, and in many cases have evaded control. In certain 
specific cases they have also been employed for the continuance 
of financial manipulation which was so prevalent prior to the 
present era of regulation. Excessive returns are made possible 
by creating structures out of all proportion to the actual value 
of the properties included. Inflation of costs, of security issues, 
of fixed charges, and the possibility of bankruptcy will necessitate 
the paying of a high return on old securities in order to attract 
new capital. Practically all the statutes under which public 
service commissions regulate rates provide that the public 
utility, 7.e. the operating utility, shall be permitted to earn a 
reasonable return on the value of the property devoted to public 
use. In other words, regulation at the source is supposed to 
prevent an excessive return on the actual value of the property. 
The difficulty, however, arises from the fact that very often the 
identity of the subsidiary operating companies is lost through 
the corporate structure of the intermediate holding company over 
which state commissions only have indirect control. The financial 
control by the commissions should be extended over holding 
companies to protect the public interest in the same manner 
as over operating corporations. Hither the regulation of operating 
companies should be fundamentally changed or else the holding 
companies should be regulated. Perhaps both remedies are 
essential. 

There is another potent reason why public control should be 
extended. By lengthening the distance of practicable trans- 
mission of electric power, state lines are transcended. It is an 
admitted fact that super-power through the grouping or inter- 
connection of electric projects should be encouraged.1 The 
holding company is perhaps the best potential instrument for this 
development. A typical holding company originally may be 
incorporated in one state, later re-incorporated in another state, 
and control a number of subsidiary companies operating in several 
other states. None of these subsidiary operating companies may 


1 This has been made possible principally through the development of trans- 
mission by alternating current first used in a practical way by William Stanley 
in Great Barrington in 1886. 
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operate either in the state of original incorporation or the state 
of later re-incorporation. Such a holding company through its 
subsidiaries is often able to build up an interconnected network 
of electric transmission lines and distributing systems covering 
parts of several states. A considerable part of such business is, 
therefore, interstate transmission. 

By segregating this interstate business under the control of a 
holding company the operating companies are placed beyond the 
controlling powers of the state commissions acting separately. 
Congress has made no effort to control such interstate service, even 
if centralised control were desirable. Public control should be 
coextensive with the thing regulated. State regulation should be 
extended to deal adequately and constructively with this inter- 
state business. Recently the governors of the states of New 
York, New Jersey, and Pennsylvania formed an agreement among 
themselves, under the compact clause of the Federal Constitution, 
subject to approval by Congress, to secure control over this new 
interstate power business. Complete regulating machinery is 
still lacking for properly handling these interstate operations. 
The Federal Power Commission and state commissions function to 
prevent extended abuses of holding companies of so-called super- 
power projects or otherwise; but it is the opinion of competent 
federal officials, as well as state executives, that the powers of the 
state regulatory bodies should be increased, while federal regula- 
tion should be strengthened to meet cases of clearly demonstrated 


deficiencies in existing machinery which lack local remedies. 
M. C. WALTERSDORF 


Washington and Jefferson College, 
Washington, Pa. 











AN ECONOMIC HISTORY OF ROME 


The Social and Economic History of the Roman Empire. By 
M. Rostovrzerr, Professor of Ancient History in Yale 
University. Oxford: at the Clarendon Press. 1926. 45s. 


In applying social and economic inquiry to the treatment of 
Roman Imperial history from Augustus to Constantine, and in 
marking the interconnection of social and economic influences, 
Professor Rostovtzeff has undertaken a vast enterprise. That 
such an attempt was needed, is evident. That to bring the results 
up to date, by mobilising the huge mass of special articles and 
treatises now existing, is a work deserving all praise, no earnest 
student will deny. The 142 small-print pages of notes are in 
themselves a monument of industry. But the labour involved 
has not left the author in a hesitating frame of mind. Nothing 
is more remarkable than the firm assertions and decided opinions 
expressed in the book, and the confidence with which the writer 
looks forward to a change in accepted views as to the real causes 
of the decay of the Roman empire. 

Whether this change will be immediate and complete may well 
be doubted. That there will be some change seems certain to me. 
Some critics will find too much inferred here from too little 
evidence on this or that point. Others will regard some inferences 
as hardly consistent with other details. But these are really 
objections to the workings of enthusiasm, and without enthusiasm 
the book would never have been written. The matter of prime 
importance for consideration is the soundness of that part of the 
thesis which deals with the nature, causes, and effects of the great 
disasters of the third century. To this the Professor himself called 
attention in advance (Musée Belge, 1923). And on the acceptance 
or rejection of his account of the “ social revolution ”’ of that 
period the value of this new book as a History must inevitably 
rest. 

It seems to me that the candid and consistent recognition of 
the importance of agriculture as the leading industry of the 
empire, and of land as the ultimate investment of most accumu- 
lated capital, is beyond all doubt a necessary foundation for a 
satisfactory treatment of this problem. Rostovtzeff gives us the 
first solid and comprehensive statement of this position, and I 
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hold that he is quite right. So, too, in laying stress on the 
general tendency to formation of great land-units, estates of 
emperors, of municipalities, of individuals; and to a system of 
leasing large blocks to tenants-in-chief, who could and did sublet 
portions to subtenants. The efforts of the central power to 
regulate the relations of conductores to coloni on the imperial 
domains, so that the big man should not oppress the small, are 
significant. The same abuses that needed redress in the case of 
the Crown-lands can hardly have been wholly unknown on the 
territoria of cities or the latifundia of the private landlords. But 
of direct evidence in these cases we have hardly a trace. The 
private owner had no doubt much to make him cautious; any 
mismanagement such as to arouse imperial suspicion was liable 
to furnish a pretext for his ruin. For misdeeds of municipal 
authorities it was not so simple a matter to find a punishment that 
would not embarrass the central power. To weaken the local 
government, one of the most serviceable tax-collectors, was a 
doubtful policy at best: the remedy might be worse than the 
disease. Now, that some municipalities sinned in the manage- 
ment of their estates, and that the jobbery of local magnates had 
something to do with the abuses, we have the witness of Trajan 
and the younger Pliny. And the general silence on rustic affairs 
justifies a wonder that we have any direct evidence on this 
point atall. That Trajan thought it necessary to appoint resident 
controllers (curaiores) in some cities, and that this system spread, 
is surely a strong indication that a serious evil had to be checked. 
And this is confirmed by legislation restricting the powers 
of local senates in granting leases of public land to their own 
members, a notable limitation referred to by Ulpian as a rule in 
force. 

Here, I submit, we have reason for being disposed to accept 
the view of Rostovtzeff, that the main operative cause of the 
third-century troubles is to be sought in the growing hostility 
of the rustic populations to the urban. He insists on these 
points. First, the mass of countryfolk were natives of their 
several neighbourhoods. They were Roman subjects, at most 
very slightly Romanised, in many parts (e.g. the East) not 
Romanised at all. Infinitely various, they were essentially 
barbarian, foreign to the imperial Greco-Roman culture, which 
was confined to urban centres. In the government of the cities 
they had no voice, and their interests were disregarded. For 
instance, the burdens of military service were more and more 
devolved onthem. In districts that happened to be seats of war 
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the peasants suffered cruelly ; and the mere transit of an army on 
its way to the front was hardly less of a calamity. For it was 
the irregular requisitions of food and animals for transport, etc., 
that robbed them of present resources and extinguished hope. 
Secondly, the army, as being a peasant army, was likely to be 
sooner or later affected by the hatred of the oppressed peasantry 
for their urban rulers. A change in the attitude of the central 
power toward the bourgeoisie of the cities set going the move- 
ment which ended in the military anarchy. From the time of 
Severus the general policy of emperors was to court the army and 
to rest their power solely on its support. The old trust in the 
civilised element, the loyal municipalities, was no longer a corner- 
stone of the imperial system. True, the cities did not succumb 
without a struggle, but the opposition to Maximin was the last 
serious effort. That they in their turn suffered cruelly, as the 
rough soldiery became masters of the situation, is, I believe, true, 
though direct evidence of it is scanty. And, that Revolution is 
not too strong a term for the process of events between the death 
of Marcus and the accession of Diocletian, we may, I think, 
fairly admit. In the new model of Diocletian the internal 
freedom of self-governing cities was an idle word. 

That social and economic influences in this pitiful third century 
did cross and combine to produce a ghastly scene of disorder and 
distress, in which the empire was menaced with utter ruin, I 
believe to be true. Perhaps it is too strong language to speak of a 
“‘ class-war.’’ But the hard and barbarous system of the next 
period was a natural consequence of the triumph of brute force 
in this; the imperial machine, simplified by its apparent com- 
plication, was the bureaucratic expression of an undissembled 
autocracy: the weary “ Roman” world had no choice but to 
submit. That this result was unavoidable, Rostovtzeff makes 
clear, and does not blame barbarian invasions for disasters due 
primarily to the empire’s internal maladies. But it seems to me 
that he might have gone a step further, and traced the germs of 
the disease back even to the Augustan age. Surely the municipia 
were never without defects of some kind. And the stream of 
local benefactions still flowing strong in the second century does 
not suffice to prove their inner soundness and well-being in the 
‘“* Antonine” age. That the comfort and adornment of the actual 
cities was a marvellous show of urban civilisation, is beyond 
dispute. What the condition of the rustic population then was, 
whether they benefited at all by the lavish expenditure in town, 
and what they thought of it, are very different questions. And we 
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cannot safely answer these questions with the aid of the wholly 
one-sided evidence of inscriptions. 

I am impelled to remark that the Professor’s language at 
times might mislead a reader into thinking that he misunder- 
stands the Roman municipal system. Thus on p. 131 he speaks 
of the Empire as ‘a curious mixture of a federation of self- 
governing cities, and of an almost absolute monarchy superimposed 
on this federation.”” Yet on p. 130 he most clearly recognises 
that the central government was “ neither elected nor controlled by 
the constituent parts of the Empire.’ On p. 223, speaking of the 
establishment of municipia in Dalmatia and Spain, he even points 
out that the aim of this policy was to break up tribal life. I 
submit that the term “ federation ”’ is painfully inappropriate as 
connoting the facts, and that the municipal units were not what 
we can call “‘ constituent parts”’ of the Empire. There is no real 
misunderstanding, but a safer terminology is sometimes important. 
On the economic side, the encouragement of commerce by the low 
scale of customs-duties is well insisted on (p. 159, etc.), but the 
existence of customs-frontiers within the Empire is a significant 
fact. Again, the social (indeed legal) distinction of honestiores 
and humiliores under the Empire is duly emphasised and corre- 
lated with the “ class-war’’ phenomena of the third century. 
But it would be interesting to know whether in the author’s 
opinion this crude differentiation may not have had a demoralising 
internal effect on the municipalities. The importance of class- 
distinctions comes out very fully in the discussion (p. 369) of the 
scope of Caracalla’s edict of 212 a.p. 

In short, great as is the value of social and economic con- 
siderations in treating of the Roman Empire, I hold that no less 
stress should be laid on the lack of vital co-operation in that 
aggregate of municipal units. It is quite fair to argue (p. 482) 
that a representative system was impossible, inconceivable in the 
conditions of the ancient world. But if ever there was a political 
fabric in need of effective co-operation to maintain itself in 
vigorous health, surely it was the Roman Empire. True cohesion 
was not attainable without a sympathetic harmonising and 
adjusting of local interests so as to promote the welfare of the 
people in their several communities and make them feel them- 
selves living members of a great whole. Whatever tendency 
there was at first to a policy of this kind died out in the course 
of the second century. So at length we reach the system of 
Diocletian, who accepted the results of the third century. And 
we are truly told (p. 461) that the essence of his system was that 
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‘the interests of the people were sacrificed to what seemed to be 
the interests of the state.’ Doubtless, he saw no other way out 
of the terrible impotence to which financial exhaustion and 
military anarchy had reduced the Empire: and the servile 
stagnation into which it permanently lapsed under him and his 
follower Constantine is strikingly portrayed by Rostovtzeff. 
‘“‘ Terror and compulsion ”’ were fixed as administrative methods. 

The growth and decay of commerce and industry throughout 
the empire are treated with great wealth of detail. On this 
subject the Egyptian papyri are one of the most prominent 
authorities. Early in the book an instructive passage deals 
(pp. 89, 90) with the fiscal policy of the Julio-Claudian emperors, 
and the growth of state-control, and its consequences, is traced in 
due course down to the deadening scheme of hereditary occupa- 
tions in the later age. No comment is needed. It is only ina 
quantitative estimate that some hesitation may be excusable. 
Regular statistics are not to be had (p. vii), and the numbers 
of the imperial population are only guessed at by modern experts, 
whose conclusions vary immensely. That the restoration of 
peace by Augustus was followed by a great development of 
economic prosperity is no doubt true, particularly in the Eastern 
Provinces (p. 90). Whether in the Augustan age Italy “‘ remained 
the richest land of the Empire, and had as yet no rival,”’ seems to 
me less certain, and the assertions of this (pp. 68, 74) are perhaps 
too strong. Nor am I yet convinced that in the first century 
there was such a change in agriculture that (p. 95) Italy “ was 
gradually becoming a corn-land again.” That inter-provincial 
commerce developed under the Empire, that commerce thus 
became decentralised, that in consequence Italian prosperity 
declined, the decline of Puteoli and the growth of Ostia (pp. 
150 foll.), are important points well made out. So, too, is the rise 
of Aquileia as a port in connection with trade-routes to the North. 
But all the learning and ingenuity of Rostovtzeff cannot extract 
from the evidence anything capable of expression in figures and 
comparable with modern statistics. 

The book is a great book, unrivalled as a survey of the Roman 
world. But looking at Italy by itself I feel some misgivings as to 
the adequacy of the picture in certain respects. That there was 
always a peasant population in Italy (p. 192), and that in the 
first and second centuries they more and more appear as tenants, 
not owners, of farms under great landlords, may be granted. 
But was this equally true of all parts of the country? And can it 
fairly be affirmed that Pliny expected his tenants to do most 
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of the farm work with their own hands? That he made use of 
slave-labour only as a last resource, is inferred from a mis- 
interpretation of Pliny’s words (Epist. iii, 19). And the equip- 
ment of a farm (instrumentum), by the landlord providing slaves 
as well as other things, appears as normal in jurists of the time. 
The elder Pliny, too, in claiming pre-eminence for Italy as the 
first country of the world (N.H. xxxvii, 201), includes the supply 
of slaves as one of her glories. It seems to me that the passage 
(pp. 191-3) needs some modification. There are not lacking 
indications that (a) the survival of free peasantry was at least 
mainly confined to hill districts not absorbed in the latifundial 
movement, and (b) the peace and security of life in the country- 
side was far from complete. Juvenal, Suetonius, the younger 
Pliny, and Seneca are hardly to be ignored. That Augustus had 
to take measures to stop kidnapping of freemen (swppressio) for 
service in slave-gangs, that a respectable traveller could dis- 
appear and leave no trace, that encroachments of the big men on 
the small could still be referred to as no negligible incidents of 
rural life, are significant hints. They need to be, if possible, 
explained away. I suggest that whatever prosperity Italian 
agriculture enjoyed in the first century was largely due to the 
skilled enterprise of freedmen on small holdings, and to the 
placing of slaves as quasi coloni on portions of the great estates 
the practical control of which was a grave economic problem. 
These two movements were beginning, and both conduced to 
efficiency. 

Admiration for the book must not lead me to dissemble my 
conviction that the wealth of Italy should be estimated on a more 
modest scale. The pictures drawn by courtier-writers are un- 
trustworthy, whether it is Horace chanting the blessed revival 
under Augustus or Pliny glorifying the boons of Trajan. Nor do 
sculptured scenes of dole-giving prove anything as to the success 
of the scheme of alimenta. That an increase of genuine Italian 
population resulted therefrom, seems not to be made out. The 
surest inference to be drawn from this well-meant design is that 
it was an attempt to check a decline so serious as to alarm the 
government. The few facts known about it do not prove it a suc- 
cessful remedy. Itis a pity that we have such scanty information 
as to the internal condition of the Italian municipalities under 
the earlier Empire. There is no room to discuss this matter 
here, but I may say that the details collected in H. Nissen’s 
Italische Landeskunde, and his general conclusions (Vol. II, pp. 44— 
130) seem to me sound and consistent with the later course of 








604 THE ECONOMIC JOURNAL [DEC. 


events, more especially with Rostovtzeff’s view of the “ class- 
war ”’ revolution of the third century. It is easy to over-estimate 
their industrial production, and that it was chiefly the output 
of slave labour I do not dispute. But slavery was a canker in 
more ways than one. 

At this point let me recall the pertinent question put by Seeley 
(Lectures and Essays, pp. 44 foll.) so long ago as 1869, in discussing 
the causes of the failure of the Empire. ‘“‘ If in three centuries 
the barbaric world made a considerable advance in power, how 
was it that the Roman world did not make an immensely greater 
advance in the same time?” He argued (and it is not easy to 
refute him) that a barbaric society is commonly almost stationary, 
while a civilised society is indefinitely progressive. Now this 
means that civilisation is on the face of it an advantage : if events 
record a contrary result, there must have been something wrong 
with the civilisation in question. Seeley attempted to solve the 
problem by the “failure of population” theory; without success, 
I think. This is one of the solutions discussed and dismissed by 
Rostovtzeff in his brilliant twelfth chapter. But his vigorous 
criticism of other men’s solutions do not lead him to any very 
clear conclusion of his own. He generously admits that each of 
the rejected theories has contributed much to the clearing of the 
ground, and “has helped us to perceive that the main pheno- 
menon which underlies the process of decline is the gradual 
absorption of the educated classes by the masses and the conse- 
quent simplification of all the functions of political, social, 
economic, and intellectual life, which we call the barbarisation of 
the ancient world.” He ends on a note of pessimism—“ Is not 
every civilisation bound to decay as soon as it begins to penetrate 
the masses?”’ In this question it is a suffering Russian who 
speaks, but in America and in England there are those gloomily 
prone to agree with him. For the present I cannot follow him. 
The “main phenomenon ”’ surely did not arise out of nothing. 
How did it come about? The search for causes cannot be 
arrested at a point arbitrarily chosen. We are left at a stage 
beyond Seeley and the rest. But future inquirers, aided by the 
labours of Rostovtzeff, have still work to do in the complete 
solution of the greatest of historical problems. 

In reviewing a work of such immense detail many topics have 
to be omitted for lack of space. Of these I may name the con- 
stitution of the army and its relation to Roman citizenship; the 
position of retired veterans and their influence on the population ; 
the frontier defences, the canabae as nuclei of towns, and the 
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prata legionum. So also the exhaustive effect of Trajan’s forward 
policy, and appreciation of the work of Hadrian. Again, the 
instructive details recovered from Egypt and Pompeii; and the 
taxation-system of Diocletian. An important question, that of 
the sources and structure of the so-called Historia Augusta, is 
not neglected. The state of internal communications by land 
and sea might perhaps be reconsidered from the point of view 
offered by Nilsson (Imperial Rome, pp. 204-22. London, 1926). 

The Oxford Press has spared no effort to produce the book in a 
form worthy of the author and of itself. There are 60 full-page 
plates, photographs of ancient remains of all sorts. Some of 
these are very effective and instructive illustrations of the text. 
Their interpretation may here and there be rather bold, and that 
experts sometimes disagree is clear from p. 308, No.4. Whether 
the bust on p. 382 is an authentic portrait of Maximin, I do not 
know. The identification has the authority of Bernoulli and 
Hekler. But the very different head given by Nilsson as Maximin 
after R. Delbriick seems much more akin to the character of that 
emperor as represented in our tradition. And I have not yet 
seen a coin-portrait that would settle the difference one way or 
other. On p. 206 No. 4 is a bas-relief the description of which I 
cannot verify by the picture. I can find nothing to suggest the 
presence of a reaping-machine drawn by a team of oxen. And 
the only machine ot the kind known to us (from Pliny and Pal- 
ladius) seems to have been driven from behind by a single ox. 
These are very trivial details, only worthy of notice because of 
their occurrence in a work so learned and so vigorous as this. 

W. E. HEITLaAnp 











REVIEWS 


The Economic Problem. By R. G. Hawrrey (Longmans, Green 
& Co., Ltd. Pp. 417. 10s. 6d.) 


Mr. Hawrtrey’s book is in two main parts. The first gives 
a description of the economic system in terms of markets; the 
second and longer part is concerned with human nature, with 
criticism of the foundations of recognised economic teaching, 
and with speculation upon certain of the problems facing our 
civilisation. The description of economic processes is extra- 
ordinarily well done, but the chief interest of the book is to be 
found in the second part and, there, in Mr. Hawtrey’s attempt to 
provide a philosophical basis for economics. 

Mr. Hawtrey does not quite succeed in bringing the second 
part of his book into organic relationship with the earlier part. 
Nor does he, in spite of his acute criticism of many orthodox 
standpoints, carry conviction of a new and more defensible form 
of economic teaching. Holding that economics must include 
the consideration of ends, he essays to bring the teachings of 
other sciences to its aid, but with a certain hesitation as to method. 
He avows, in more than one place, his adoption of the philoso- 
phical instead of the abstract method, but in others he only 
suggests that the whole subject might be treated as a department 
of philosophy or writes of his ‘‘ modest philosophising.” This 
state of doubt is reflected in the somewhat indecisive character 
of the book taken as a whole: a general result is an inclination 
to think that little is to be gained by treating in one book abstract 
economics and philosophy of action in the concrete, unless the 
purpose be the clearing up of the respective spheres of economic 
science and philosophy, to which purpose Mr. Hawtrey is not 
limited. 

His criticism of wealth or utility as the subject matter of 
economics carries Mr. Hawtrey into a definition of subject matter 
which appears to be much less satisfactory. ‘‘ The economic 
problem is the problem of joint action by a community of men ” 
(p. 7); this, or some variation upon the same theme, with an 
insistence upon the impossibility of separating economic and moral 
values, forms the basis of the exposition. But joint action, it may 
be suggested, is only a form of speech, all action being of necessity 
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individual action; the fact that action is limited by, and must 
be made with a view to, the institutions and relations of individuals 
which constitute society, does not affect the principle of economic 
activity. In another place Mr. Hawtrey stresses the point that 
the only ends are individual conscious experiences. Again, 
he says, p. 184, “‘ But economics cannot be dissociated from 
ethics. Those who say that wealth or utility is the end of 
economic action are committing themselves to ethical pro- 
positions, which are open to challenge and need to be defended 
and justified.” But in this Mr. Hawtrey himself is throwing out 
a challenge. The proposition to which he refers, as commonly 
made, is not an ethical proposition but a statement of observed 
fact : and the dissociation of economic action and moral action 
has a history in philosophy which is as old as Plato, and as new 
as the most eminent of living philosophers. If economic action 
is not action into which the idea of ethical obligation does not 
enter it is difficult to see where a foundation for a distinct study 
is to be found: Mr. Hawtrey criticises, rightly, the utilitarian 
endeavour to identify moral with economic action, but himself 
seems to fall into the error of making the economic identical with 
the moral. The substantial matter in the criticism of subject 
matter would appear to be reducible to a point often made but, 
perhaps, never sufficiently assimilated, that the economist’s 
results, based upon abstractions which are unreal in the nature of 
things, in which every action is unique, can be true only in the 
sense that they are consistently reasoned. Utility is an appro- 
priate term for the end of non-moral or economic action—or for 
such action in itself, since it is doubtful whether, for a philo- 
sophical economics, action can be separated into means and 
end. The attempt to lay hands on a measurable aggregate of 
economic welfare is quite another matter. This Mr. Hawtrey 
subjects to a convincing criticism. He might have made his 
criticism even stronger if he had freed himself somewhat from 
an obsession with “ products,” and recognised that the independ- 
ence, to which he refers as an end in strikes, is only typical of a 
multitude of experiences, embodied in economic actions, which 
contribute to utility equally with his ‘“ products.” But that 
wealth or welfare so, and in other ways, considered is an abstrac- 
tion is not a reason against holding that in the individual economic 
action utility—or wealth or welfare without ethical significance— 
is aimed at. 

Mr. Hawtrey deals, in fact, with much more than can be 
brought under the title economic. In spite of his disavowals 
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and, apparently, of his intentions, he is concerned with the con- 
struction of an ideal state. Given his definition of subject matter 
in economics it is difficult to see how he could have done otherwise. 
In the task, however, he attempts to apply the ordinary classifi- 
cations of empirical economics without sufficient regard, on the 
one hand, for the fact that the subject matter of a philosophical 
economics is not limited like that of an empirical economics or, 
on the other, for the fact that he is going beyond the economic. 
His divisions into “ economic actions,’ ‘‘ economic motives,” 
etc., do not fit the subject matter. He notes that a philosophical 
treatment requires the setting aside of the boundaries set by 
markets, but he does net follow this up to recognise that in life 
all actions are either economic or uneconomic according as they 
are directed well or ill; that the economic principle applies 
throughout whatever particular ecomonic motives may be said 
to operate in certain circumstances. On the other hand, the 
good life is a matter of taste and, to take one of Mr. Hawtrey’s 
examples, it is so that the choice between equality and inequality 
will be made. It is no objection to the choice of equality to say 
with Mr. Hawtrey, p. 228, that “ it is difficult to see how equality 
can be arrived at or even satisfactorily defined’; or, at least, 
Mr. Hawtrey is in a like difficulty with regard to any particular 
condition of the inequality for which, he suggests, there may be 
something to be said. Moreover, does the difficulty of definition 
in advance hinder choice otherwise than, say, when a poet chooses 
to make a poem? Mr. Hawtrey tends to leave the impression 
that, if he were to construct an ideal state, most people in it would 
be left merely as unquestioning, if enlightened, consumers. He 
contends, p. 189, that “‘ taking welfare to comprise all those 
experiences which possess ethical value in themselves . . . we 
can confine ourselves to finished products or objects of consump- 
tion. The value of the intermediate products depends upon the 
value of the finished products for which they are the means.” 
It is questionable whether means and ends are so separable; the 
extract, it is true, is from a chapter dealing with consumption, 
but a noticeable defect of the book is the failure fully to appreciate 
the quality, sc to speak, not of product but of production. 
Even Mr. Hawtrey’s emphasis upon the importance of “ creative 
products ”’ leaves this impression of a one-sided consideration ; 
his problem will for many people require a solution in which the 
value attaching to each man’s controlling his own destiny is 
more fully stated. 

In his last chapter, a very uneconomic position in view of the 
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scope he has permitted himself in the interval, Mr. Hawtrey pro- 
ceeds to refine the definition upon which he has been working. 
The definition, he sees, is too wide for the subject matter tradi- 
tionally coming under “ Political Economy”; there is joint 
action in religion, sport, etc. This consideration, as has already 
been suggested, appears to be somewhat irrelevant, but, apart 
from that, the refinements are not very helpful. Mr. Hawtrey 
seems to lose his usual clarity when he says “‘ we may distinguish 
between the economic problem of how to secure joint action and 
the technical problems of how to employ the joint action, once it 
has been secured, on the prescribed task.”’ Explanations follow, 
but it is questionable whether they explain the distinction between 
the securing and the employing; it is questionable, indeed, 
whether there is a distinction. Taking one of Mr. Hawtrey’s 
examples, the economic action would appear to be the choosing 
to make boots (with a given equipment in a particular state of 
technical knowledge, etc.); there may be a known technical 
difficulty which delays the actual start in boot production, but the 
practical activity involved in overcoming this technical problem 
is economic. ‘‘'The economist does not have to learn how to 
make boots,’ Mr. Hawtrey sums up. But the professional 
economist, to whom this seems to refer, is concerned with the 
study of conscious practical activity in general, that is, with 
theory : he is not concerned with the practical problem of how 
to secure joint action in boot-making any more or any less than 
he is with the practical problem of how to make boots. If, as it 
seems, the previous reference is to the practical economist— 
Mr. Hawtrey, p. 305, says, “ It is to them (those actually engaged 
in guiding the legislative and administrative machine), if to any, 
that the economic problem appears as a practical problem ”— 
then the summing up is beside the point. For a philosophical 
economics every man must be an economist. (More might be said 
on the introduction into his later definition of the ‘‘ how to secure,”’ 
not contained in that quoted near the beginning of this review.) 

It is doubtful whether there is an economic problem, but the 
second part of Mr. Hawtrey’s book, like the first, deserves to be 
read very widely. Its discussion of particular questions is always 
of great value, and its claims in this respect extend to many 
different classes. Merely as instances of these claims attention 
may here be called to the estimate of the relative weights given 
in actual government to considerations of “‘ power” and “‘ wel- 
fare’ respectively which men of affairs, concerned to bring 
‘rational volitions ” to bear upon those affairs, ought certainly 
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to read; and, for the student in particular, the corrective supplied 
to the tendency to take an exact economic science for more than 
it can be, a corrective which is administered much more effectively 
than in the usually somewhat formal disavowals of books on 


general economics. 
RoBEeRT WILSON 


The Economics of Private Enterprise. By J. H. Jones, M.A. 
(London: Pitman. 1926. Pp. 437. 7s. 6d.) 


Economic textbooks follow each other in swift succession; 
they are now generally addressed to a section only of those likely 
to be interested in the content of Economics. The astute writer 
of Economic works no longer treats Economics as an indivisible 
whole for an indivisible public. He either selects a subject and 
presents it in a monograph as Professor Jones did in his book on 
The Tinplate Industry, or he selects his public and writes a general 
treatise calculated to appeal to it, as Professor Jones has done in 
The Economics of Private Enterprise. This book is pre-eminently 
suited for those who are interested in business: it is not designed 
for the consumption of members of W.E.A. classes, nor primarily 
for such University students as are attracted by the more abstract 
aspects of Economics. It is neither humanitarian nor mathe- 
matical. It will appeal to many who are left cold by other 
presentations of the same subject. This is much to be desired, 
since the necessity for introductions to Economics grows with 
the increase in the State’s Economic activities and is especially 
pressing for those who are likely to be concerned with private 
enterprise. 

The book then is introductory and, in the main, the introduc- 
tion is for those intending to embark on a business career. This 
accounts for the order in which the subjects are presented and 
for the range of the book. The speculator is brought into the 
second chapter; “‘ futures ”’ and “ spot ”’ and “ hedging ”’ dealings 
are explained at an early stage of the book. Money, International 
Trade, Foreign Exchange, Unemployment, Trade Cycles have 
chapters devoted to them. Taxation is not dealt with save 
incidentally; Protection is avoided for a reason which hardly 
seems peculiar to it, namely that it “‘ raises considerations which 
are not relevant in a book on Economic Science ”’ (p. 399). 

The area covered is certainly greater than that of most intro- 
ductions to Economics, yet so clear are the author’s explanations, 
so apt and so interesting his illustrations, and so vivid his descrip- 
tions, that the reader has no sense of being hurried. Herein 
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is a danger. Those who know nothing when they pick up the 
book may be tempted to think they know everything when they 
lay it down, or, more dangerous still, that they understand every- 
thing that has been presented to them. When, for instance, 
Professor Jones explains Rent and even Quasi-Rent in a chapter 
in which no mention is made of the law of diminishing returns in 
spite of a reference to the importance of the connection in an 
earlier part of the book, some may wish to remind him of the 
dictum that ‘a difficult explanation in Economics is one that it 
is hard to understand; a simple explanation is one that it is 
impossible to understand.” 

Given that the reader remembers that he is only being placed 
on bowing terms with matters with which intimacy is not readily 
won, he will be grateful to Professor Jones for the easy manner 
in which he has been brought:so far. The chapter on the 
“Economic Order” (pp. 34—48), which deals largely with the 
State and Economic freedom, is an admirable piece of descriptive 
explanation. The second section of Book III, on Money and 
International Trade (pp. 263—345), will carry many beginners 
happily through the early stages of subjects which often present 
great difficulties. Professor Jones might perhaps have saved 
himself and them some trouble by omitting that part of his 
explanation of monetary theory which belongs to pre-war days, 
since the use of gold as currency adds a tiresome complication 
to an elementary study of money. 

Professor Jones’s explanations do not suffer from that devas- 
tating smoothness which makes the reader forget that anything 
has been explained. They are crisply uttered. Moreover, from 
time to time, in the midst of able elucidations of elementary 
problems, fresh ideas are brought in which furnish even the jaded 
reader of text-books with food for thought without obscuring the 
argument. Attention is also held by the illustrations. Some 
are culled from modern blue books; many bear the mark of 
first-hand individual knowledge. They are so modern and so 
closely connected with questions which are being considered to-day 
that the book may not be as interesting twenty years hence as it 
is now; but it is to be hoped that there will be successive editions 
in which the illustrations may be brought up to date. 

It is unfortunate that the definitions do not reach the standard 
of the explanations. It is not for definition of Economic terms 
that any beginner should read this book, for here the author’s 
gift of simplicity deserts him. Students who desire to understand 
the meaning of ‘‘ Demand ”’ should, if they agree with the first 
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sentence of the chapter on that subject, ‘‘ it is one of the essential 
requirements of Science that elementary notions should be clearly 
defined,” read no more of it. After an ingenious and unnecessarily 
elaborate discussion of a distinction between utility and satisfac- 
tion, Professor Jones writes that the law of demand states that 
“the demand for any commodity or service is greater than it 
would have been at a higher price and less than it would have 
been at a lower price” (p. 211), and adds that the truth of this 
statement is so obvious that it may be accepted as an axiom. 
It is not in the least obvious to those who see demand always as 
‘“‘ demand at a price,” and the demand for a commodity as a 
schedule giving the amounts that will be bought at different 
prices. It is true that on the next page we are told that “‘ it is 
important to distinguish between variations in demand consequent 
on changes of price on the one hand, and, on the other, variations 
in demand due to changes in habit.’’ But why are the first called 
variations in demand at all? No change in desire is indicated ; 
it is supply that has changed, not demand. The supply curve 
strikes a different point on the demand curve. Professor Jones 
is, we fear, being unduly kind to those who prefer not to define 
their elementary terms clearly. His talk of “static” and 
*dynamic”’ laws makes things no plainer. In confusion will 
those be confounded who are allowed to dissociate demand from 
desire to purchase at a price. 

Again, the chapter on Increasing and Diminishing Returns 
(pp. 129-48) leaves much to be desired. The law of increasing 
returns is presented as having four “ static ’’ meanings closely 
approximating to though not so clearly defined as those given 
by Professor Pigou in “‘ Protective and Preferential Import 
Duties ” (p. 17). The law of diminishing returns also is invested 
with four “ static’ meanings corresponding to those given to 
the law of increasing returns. Concurrently a “ dynamic ” law 
of increasing, and, more tentatively, a “dynamic” law of 
diminishing returns, are discussed. It is not quite a fair summary 
to say that by the dynamic law of increasing returns is meant 
the growth of discovery, and by the dynamic law of diminishing 
returns the growth of population, yet these are the ideas predomi- 
nantly left in the mind. It seems a pity to impose on two terms, 
each of which is already laden with four meanings, two more 
which can be better described otherwise. No very clear conclu- 
sions can be obtained from this chapter, though it is implied that 
when the two laws are ‘‘ dynamic ”’ the law of increasing returns 
is likely to win. 
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The instances selected are the most outstanding ones of 
faulty definition, but there are others. The book is as weak in 
definition as it is strong in explanation, description and illustration. 
For the last three, all readers with industrial and business interests 
may be most cordially recommended to study Professor Jones’s 
book, but they will get their definitions more easily and safely 
elsewhere. 

It is perhaps not entirely frivolous to advise those who desire 
to read this book in comfort to furnish themselves with a book- 
rest. It is, for its size and content, of prodigious weight. 

LynpA GRIER 


Essays in Economics. By Epwin R. A. Setiaman, McVickar 
Professor of Political Economy in Columbia University. 
(New York: The Macmillan Company. 1925. Pp. ix -} 394. 
8vo. 17s. net.) 


SIXTEEN years have passed since his admiring countrymen 
struck a medal to perpetuate the likeness of Professor Seligman 
and to commemorate his “ twenty-five years of signal devotion 
to the common good as Scholar, Teacher, and Citizen.’’ His 
natural force is not abated. He continues to pour out articles, 
reviews, essays, and addresses in the intervals of his new books 
and new editions, and combines the freshness of youth with the 
erudition of fifty years of unflagging study and the balanced 
judgment which bears the fruit of wisdom. From what he 
describes as his “‘ minor contributions ” he has selected fourteen 
studies to form the present volume. A companion volume will 
collect some of his Studies in Public Finance. 

The fourteen essays now collected range from 1877 to 1925. 
They are highly welcome in this form to those who are fortunate 
enough to know them already, and doubly welcome to those 
who come to them for the first time. The first four are ‘‘ con- 
tributions to the history of economic doctrine”’ especially in 
England and the United States. The essay on “ Some Neglected 
British Economists,” which originally appeared in the Economic 
JouRNAL for 1903, will permanently adorn this branch of inquiry, 
and puts to shame the neglectful British economists who leave 
unquarried the vast resources of the British Museum and the 
Goldsmiths’ Library. Professor Seligman’s library is one of the 
wonders of the world, as any one may see from the description of 
it which he has written for the article ‘‘ Economic Libraries ” 
in the Dictionary of Political Economy. What is still more 
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wonderful is his knowledge of the works which he has collected, 
and the industry with which he draws from this treasury things 
new and old for the delectation and enlightenment of his readers. 
Problems of economic theory and of economic policy and two 
lectures on Universities, their spirit and form, their rights and 
duties, complete the volume. 

The reviewer can only signalise this volume to the student 
as one which requires his earnest attention. In all social questions 
we must, as Marshall says, supplement the use of the economic 
organon by unorganised common sense. It is fortunate that we 
have in the present day so many elder statesmen among economists 
who, like Seligman and Taussig, Gide, Nicholson, Foxwell, 
and Bonar, have looked out upon the world for many years from 
the economic watch-towers, and whose ‘‘common sense in an 
uncommon degree” has been matured by long experience and 
depth of thought. Such teachers are the mellow glory of the 
economic stage. We can only hope that Professor Seligman 
will round off his fifty ‘‘ years of signal devotion to the common 


good,” and that in spite of his eminence the best is yet to be. 
Henry Hiaes 


Principles of Economics. By O. FRED Bovucke, Professor of 
Economics at Pennsylvania State College. (New York: 
The Macmillan Company. 1925. In two volumes. Vol. I, 
pp. ix + 560. Vol. II, pp. vii + 520. 10s. 6d. each net.) 


Tue publishers of Professor Boucke’s two volumes describe 
them as a text-book for university students. Probably this 
description has been deduced from the author’s prefatory state- 
ment that “college students particularly need a thorough drill 
in principles if they are to derive the greatest possible advantage 
from courses preparing them for a career in business or in the 
professions.”’ That those who accept Professor Boucke’s volumes 
as a text-book will undergo a thorough drill there can be no doubt ; 
and that, at the end of their course (unless they are constructed 
differently from the present reviewer) they will feel exhausted by 
their drill is beyond question. A text-book of two volumes 
comprising 1100 pages with “‘ some unusual omissions ”’ and little 
“said about government regulation of business, about private 
programs for reform, or about the origins of our existing legal 
and economic order” should be quite sufficient even for those 
maturer men to whom Professor Boucke makes his appeal. 

The distinctive ground of this appeal is not very clear. To 
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present, in a large book on the principles of economics, an analysis 
of fundamental socio-economic relations rather than rules for 
attaining personal prosperity is hardly a new departure; nor is 
a combination of a long-time view of economic activities with a 
short-time one. Even to draw upon the thought of master minds 
in philosophy, natural science, and psychology, is not strikingly 
novel, though too much of it is apt to be of doubtful value in a 
book in which a concentration on the science of economics is 
strongly emphasised. Frankly, Professor Boucke’s two volumes 
are disappointing. In a pretentious book of this character one 
might reasonably expect to find either some new contribution to 
knowledge or that already available set in a clearer light. In 
neither respect is the expectation realised. Notwithstanding the 
acknowledgment of help received from past and present economists 
on both sides of the Atlantic, one feels that the author is not 
altogether in sympathy with their writings but that, as yet, he 
is not prepared to strike out a line of his own. 

This is not to say that Professor Boucke makes no departures 
from the customary methods of treating his subject or that his 
treatment is not suggestive. He divides his book into four parts 
entitled Production, Price, Distribution, and the Growth of Wealth. 
In connection with production, he enunciates three laws of 
productivity which, he declares, are valid for every field of human 
endeavour and are universal and eternal. The first is a law of 
proportionality which has to do with the different kinds of labour, 
materials, and motive power, and the ratios in which they should 
be employed so as to reduce the total costs for a given product 
toa minimum. The second is the law of size and is concerned 
with the concentration of the means and methods of production 
upon one area so that the net returns are a maximum. The 
third is a law of rhythm and relates to the distribution of successive 
periods of rest and work and to the speed with which work is 
performed, again to the same end as in the other two cases. The 
implication is, of course, that somewhere, in each direction, there 
is a point of maximum efficiency, a proposition which is not so 
new as might be thought on reading Professor Boucke’s discussion 
of it. Would that he could have laid down the practical means for 
the attainment of this efficiency instead of having to inform us 
that the economist has no advice for business men in any field. 

In those parts of his books in which Professor Boucke deals 
with price and distribution the most noticeable feature is his 
partial use of the marginal method and his reluctance to carry it 
to the expected conclusion. On the other hand, he seems to have 
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no satisfying conclusions of his own, with the consequence that 
the reader has the feeling of having been carried about in mid-air 
and left there. For a verification of this statement a reading of 
the chapter on Valuation may be recommended, where we appear 
to be left with the conclusion that price is determined by anything 
or nothing in particular. 

After a toilsome reading of 1100 pages one is left wondering 
whether Professor Boucke would not have written a better 
text-book on the principles of economics for university students 
if his debt to the thought of the master minds in philosophy, 


natural science, and psychology had not been so great. 
G. W. DANIELS 


The Cost of Living. By N.B.Drarte. (London: Allen and Co. 
1926. Pp. 183. 3s. 6d.) 


THE main contention of the introductory chapter of ‘‘ The 
Cost of Living ’’ may be summed up in its concluding paragraph, 
in which Mr. Dearle writes: ‘‘ Hence there is an essential con- 
nection between cost of living and output. Wages, salaries, 
interest, etc., are all limited by the total National Dividend. 
For while it is possible to raise any or all “‘ money ”’ incomes, this 
will only mean increased real incomes, if there is more to divide. 
Without this, increased incomes will be balanced by a rise in the 
cost of living, through increased prices, and in a country like 
Britain, which depends so largely on the export trade, the losses 
are likely to exceed the gains, since increased prices will render 
our industries less capable of selling abroad, and so will eventually 
reduce the National Dividend.” 

The next chapter contains an interesting and valuable dis- 
cussion of the cost of living itself. The writer deals with the 
different standards of living in different classes, and analyses the 
terms “‘ Existence, Living, and Luxury.”’ 

“First, there are those primary wants necessary for the 
maintenance of actual physical health. Secondly, there are the 
requirements of full bodily and mental efficiency, including a 
modicum of comfort or luxury, and some facilities for mental 
culture. . . . Beyond this can be distinguished an ascending 
scale of wants, for culture, luxury, extravagance, display.” 

Again, in other words, the author lays down the same dis- 
tinction between ‘‘ what is necessary actually to maintain life, 
what is needed to provide, in the sense of the ancients, the good 
life, and what is required to enable Dives to “‘ fare sumptuously 
every day.”’ 
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He reminds us that “the needs of efficiency require unduly 
differing standards, and the phrase ‘a position to keep up’ is 
not the empty thing that is sometimes supposed. Nevertheless, 
the real justification for variety of standards and rewards must 
not be pushed too far. For the question remains whether any 
particular standard is excessive or deficient in relation to what 
is given in return or to the total national dividend. . . . Two 
aims must be borne in mind, to provide a reasonable life for all, 
through a standard of necessaries and comforts that shall not be 
one of mere existence, and to avoid such sudden, or even gradual, 
destruction of established standards as will be fruitful of distress. 
The problem, indeed, in only partly one of distribution, for it can 
also be handled by so maximising production as to make the 
largest possible supply of necessaries and comforts available for 
all.” 

Chapter III consists of a lengthy description of index numbers, 
and a discussion of the extent to which the Board of Trade figures 
accurately reflect the actual facts, especially with regard to the 
well-being of the workers. Mr. Dearle concludes that on the 
whole those figures are reliable, and he points out the disadvan- 
tages of frequent changes in the methods on which statistics are 
based. ‘‘ The Index,” he tells us, ‘‘ has been criticised from so 
many directions as to constitute evidence of its substantial 
accuracy.”’ He admits frankly the limitations of its functions, 
and discusses possible improvements, but claims for it the merit 
of “consistently comparing like with like,’ and “ showing 
changes in the cost of keeping up a particular standard of 
living.”’ 

In Chapter IV, in the course of a discussion regarding changes 
in the prices of commodities, Mr. Dearle deals briefly with currency 
and credit factors, and analyses the relative advantages to the 
general public of slowly rising and slowly falling prices. . . . One 
might suggest that on p. 74 the clause dealing with the first 
favourable effect of a slow rise is somewhat ambiguously expressed. 

His general conclusion, however, is irrefutable. ‘‘ As between 
a gradual rise or fall in prices, strong arguments can be put forward 
on both sides. But apart from a rise in the value of money due 
to increased efficiency, lowered costs, or extended supplies, any 
fluctuation tends to lead to a feeling of insecurity.” In short, all 
the arguments are in favour of stability as against either a rise or 
a fall that is caused by external factors. 

The historical part of the book occupies 85 pp. and reviews 
the cost and the standard of living from 1350 to 1925. As one 
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reads the somewhat bewildering details, one longs for a few simple 
charts, which would have increased immensely the value of the 
section. The author gives us, however, some interesting con- 
clusions. He asserts, though he cannot be said to have proved, 
that since 1914 earnings among the working classes have increased 
on the average by more than the cost of living. For this alleged 
fact he gives reasons which I enumerate briefly. 

1. While wage-increases have varied, rising less than cost of 
living in unsheltered and more in sheltered trades, the average 
increase in all occupations has probably equalled or exceeded it. 

2. The increase is on the whole greatest with the poorest 
workers, and in unskilled wages . . . while the sweated trades 
have benefited by the extension of Trade Boards. 

3. Piece-rates have often been adjusted to yield the same wage 
under the eight-hour day as previously in the longer week, and 
the evidence of increasing output on piece-work suggests advances 
of earnings. 

4. The shorter working day will in some cases, even during 
depression, give increased opportunities for overtime. 

I will not quote the writer’s fifth reason for the assumption 
that ‘‘ earnings since 1914 have increased more than the cost of 
living,”’ since it appears to refer to social measures of improvement, 
such as the extension of Unemployment Insurance, which cannot 
be said directly to increase earnings. As for clause No. 4, the 
argument so obviously cuts both ways that he was perhaps unwise 
in using it. 

With clauses 2 and 3, however, he will find most of his readers 
in agreement. 

This section concludes with a word as to middle class standards, 
which the author thinks are still below pre-war level, especially 
among the professional classes. ‘‘ But they have undoubtedly 
improved as compared with the close of the war and the post- 
war boom.” 

Chapter VIII deals with some special problems, such as the 
effect of rates and taxes on the cost of living, various methods of 
taxation, profiteering, and the work of the Food Commission. 
An interesting and able section is devoted to the Co-operative 
Societies, their methods, the general effects of their widespread 
activities, and the case against taxation of co-operative dividends. 
The subject of the middle-man is also discussed, and the writer 
concludes that “ the facts suggest some measure both of excessive 
numbers and unduly high charges in distribution.” 

In his final brief chapter he strikes an essential note which 
to-day cannot be too constantly emphasised. He points out that 
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there are hopes of some immediate reductions in cost of living, 
which as the years pass may fall nearer to the pre-war level. 
But the extent of the fall will depend upon the national output, 
which at present is kept down by waste and inefficiency, and 
distrust between class and class. ‘‘ Such defects, indeed, are not 
new, and past improvements were achieved in spite of them. 
But their future removal can pave the way for great permanent 
lowering of costs and raising of standards. . . . With more pro- 
duced there will be more to divide, and in peace and co-operation 
lies the road to that maximum production which, given a fair 
distribution, will provide the best conditions for all.” 

In view of the keen discussion on wages now taking place in 
the industrial world, and the comparisons so often drawn between 
purchasing power to-day and in pre-war days, this book is 
particularly timely. The author has brought together informa- 
tion from a number of sources, and presented it in a form which 
will be useful to social students, as well as to all those engaged in 
industry who appreciate the importance of complete and accurate 


data as a factor in wage negotiations. 
B. SEEBOHM ROWNTREE 


The Rise of Modern Industry. By J. L. HAMMonD and BARBARA 
Hammonp. (Methuen. 1925. Pp. xii + 280. 10s. 6d.) 


WaritTeEN for “ the general reader and not for the specialist,” 
Mr. and Mrs. Hammond’s latest book—which should have been 
noticed here earlier—is rather a series of essays than a narrative. 
“Tt is an attempt to put the Industrial Revolution in its place 
in history.” It has three Parts. There is a Part on Commerce 
before the Industrial Revolution, a Part on The English In- 
dustrial Revolution and a Part on The Social Consequences. The 
best essay in the first Part is number four—The New Prestige of 
Commerce. The two least satisfying in the second Part are 
numbers two and three—The Destruction of the Peasant Village 
and The Destruction of Custom in Industry—not because they are 
necessarily slight, but because only bits of the subject-matter of 
either can safely be grouped under the title of Part Two, unless 
the Industrial Revolution is defined so as to cover every change 
which made way for the modern world, which is not the definition 
suggested elsewhere. Later in the book occurs the text, “in 
the eighteenth century custom was the shield of the poor ”’ (p. 242). 
More than seventeen theses might be defended against this text, 
but it would be pedantic to propound them. 


1 Other texts with their suggestion of defensible counter-theses might easily 
be found—as in all essays. 
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It is pleasant to read about The Revolution in Pottery among 
the necessarily rather familiar accounts of transport, iron and 
cotton in Part Two. In a delightful chapter on the steam engine 
the treatment suddenly becomes intimate: James Watt’s head- 
aches and Matthew Boulton’s tottering down to business in old 
age. With Part Three the wide sweep of the earlier chapters 
of the book is resumed. The second and third essays—The Curse 
of Midas and A World in Disorder—are excellently hit off in their 
titles. They are full of challenging assumptions and propositions, 
full too of that deep sympathy for the disinherited and that rather 
cavalier handling of figures which one expects from Mr. and Mrs. 
Hammond. The first chapter of the Part is the most “ original,”’ 
an argument that the slave trade had hardened British hearts 
and led educated British heads to apply to a new industrial 
proletariat conceptions formerly applied to black slaves. The 
last chapter of the book deals with The Beginnings of a New Society. 
England’s chief contributions “to the task of creating a society 
out of this new chaos ”’ (p. 255) were Factory Law, the Civil Service 
and Trade Unions. To some of us “ unconscious” forces at 
work in the “chaos ” itself seem at least as important as acts 
of will in the governing human spirits that brooded over it, and 
certain other creations of will more really anti-chaotic than the 
Trade Unions, a Kampfmittel whose importance for the nineteenth 
century has been exaggerated, whose anti-chaotic working for the 
twentieth has been disputed. But there will always be different 
estimates of the relative importance of the hidden and the official 


hands. 
J. H. CLAPHAM 


The Origin and Early History of Insurance. By C. F. TRENERRY. 
(London: P.S. King. 1926. Pp. 330. 15s.) 


THE essential feature of Insurance as we now know it is the 
sharing of the loss which an individual may suffer through some 
unforeseen event by a large number of other individuals exposed 
in various degrees to the same risk. This distribution of loss 
is effected through the machinery of the great Insurance 
Corporations. 

This plan of spreading risks is, however, a comparatively 
modern development. The earliest forms of Insurance that have 
so far been traced take the form of guarantees by individuals, 
and this form still survives to-day at Lloyd’s, where the individual 
Underwriter guarantees the risks which he underwrites. 
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The form of Insurance of which there is the most definite 
evidence in classical times is that now known as Bottomry. 
This in its simplest form is a loan made by A to B on the security 
of B’s ship, on the condition that if the voyage is completed 
successfully B shall repay the loan with a premium at a rate 
stipulated for in the contract, but if the ship be lost, A shall 
forfeit the loan and the premium. The premium charged by A 
has therefore to be sufficient not merely to cover the estimated 
risk of loss, but also to provide interest at the current rate on 
the money advanced. 

The late Mr. Frederick Hendriks (Actuary to the Globe 
Insurance Company), who was a scholar and a man of wide 
reading, made a critical investigation into the history of this 
interesting Contract of Bottomry and other early forms of 
Insurance. The results of his researches were published under 
the title “ Contributions to the History of Insurance,” in 1852, 
in the second volume of the Journal of the Institute of Actuaries. 
These articles by Mr. Hendriks provided the late Dr. Trenerry 
with the basis and framework for a thesis which he submitted 
to the University of London, and which has now been published 
as No. 87 in the series of Monographs by Writers connected with 
the London School of Economics and Political Science. It is 
only fair to the author to add that he intended to re-cast this 
work for publication, but was prevented from doing this by his 
death in 1911. Dr. Trenerry is therefore not responsible for the 
publication of his thesis in the form in which it has been issued 
to the public. It cannot be doubted that he would have cut 
out at least one-third and possibly one-half of the matter, so 
much of which is merely repetition. The Editors somewhat 
lamely plead their want of technical knowledge as a reason for 
not undertaking this necessary duty. 

Dr. Trenerry, in addition to covering most of the ground 
previously investigated by Mr. Hendriks, has followed up every 
clue suggested by the latter, and has made laborious researches 
in other directions. The Bibliography of some of the authorities 
consulted runs to some 350 works. Unfortunately, the quality 
of Dr. Trenerry’s work is by no means comparable to the quantity 
of it, and large sections of the book are made up of ill-digested 
quotations and wild conjectures. There is far too much “ History 
in the Conjunctive Mood.” 

It is indeed difficult to take some of Dr. Trenerry’s specula- 
tions seriously. In a chapter headed “ Allusions to Longevity, 
Mortality, etc. by Early Writers ” (p. 143), Dr. Trenerry quotes 
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the well-known words of Psalm XC, ‘“‘ The days of our years are 
threescore years and ten,” etc. He points out that according to 
modern mortality tables, after infancy more people die at or about 
age seventy than at any other age. He then makes the following 
startling claim. “It will be admitted that the author of this 
psalm must have based his statement either on the careful 
observation of a not inconsiderable mortality experience, or on 
the observations of others.’ Possibly he had in mind that King 
David made his famous census, for which he received such severe 
but vicarious punishment, in order to discover the law of 
mortality ! 

A lengthy section of this work, running to 218 pages, is 
devoted to the question “‘ Whether Life Assurance was known 
to the Ancients.’’ After giving some account of the Funeral 
Societies (mostly of religious origin) which made provision for 
the burial of their members with appropriate religious rites, 
Dr. Trenerry sets himself the task of proving that ordinary Life 
Assurance as we now know it must have been practised by the 
Romans during the Empire. His difficulty is to find evidence. 
After pointing out how extremely unlikely it is that people 
enjoying such a high degree of civilisation could have managed 
to do without Life Assurance, he eventually rests his case, so far 
as any definite evidence is concerned, on Responsa (i.e. opinions 
on law) attributed to Ulpian. Among the opinions which the 
author quotes are the following : 


A man could stipulate for “‘ money to be paid to my daughter 
after my death.” 

A man could stipulate for “money to be paid to me after 
the death of my daughter.”’ 


‘ 


By the authorities these opinions have been interpreted to mean 
that under Roman law it was legal for a father to make pro- 
vision for a daughter in the form of a legacy payable at his death, 
and also it was legal to provide for the return of a dowry to the 
father on the death of his daughter. This rather prosaic inter- 
pretation does not satisfy Dr. Trenerry. And though he had 
apparently no claims to be regarded as an authority on Roman 
law, he assumes that the opinions quoted must be regarded as 
evidence ‘“‘ that the Romans were cognisant of and practised a 
non-mutual system of Life Assurance.” 

One further example should be sufficient to enable the reader 
to judge of the quality of this work. Dr. Trenerry, following 
up a hint given by Mr. Hendriks in the articles referred to above, 
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attempts to trace the Contract of Bottomry among the Hindus 
by references to the ancient Sanskrit Code (the Institutes of 
Menu). He finds a translation by Sir William Jones (to which 
Mr. Hendriks refers) which certainly supports the view that a 
Contract of Bottomry in a simple form was in existence at that 
time (?2008.c.). Unfortunately for Dr. Trenerry the later 
translators, whom he admits are more reliable Sanskrit scholars 
than Sir William Jones, take a different view. The case for 
the existence of Bottomry in these times depends on whether the 
word “ kakravriddhi”’ is correctly translated ‘‘ wheel carriage ”’ 
or “compound interest.’ Dr. Trenerry, admittedly with no 
knowledge of Sanskrit, does not hesitate to submit a long argu- 
ment for rejecting the views of the latest Sanskrit scholars on a 
point entirely one of Sanskrit scholarship. 
C. R. V. Courts 


Mémoires et Documents pour servir a Vhistoire du commerce et de 
Vindustrie en France, publiés sous la direction de JULIEN 
Hayem. IX™ Série. Containing La Commerce Maritime 
de la Bretagne au XVIII° siécle, par Henrt SEE; and 
Quelques Professions Connues, Inconnues et Méconnues, par 
JULIEN HayeM. (Paris: Hachette. 1925. Pp. vii + 344.) 


Tus Series of the Mémoires et Documents for French com- 
mercial and industrial history is made up of two works of a totally 
different character. The first occupies more than three-quarters 
of the volume; and consists chiefly of a very thorough study of 
the trade of St. Malo in the eighteenth century, as indicated by 
the account books and business letters of the house of Magon, 
one of the principal shipowning firms of the port. Each of the 
main branches and directions of trade is separately and systemati- 
cally considered, for (1) the first half of the century, (2) the period 
1750 to the end of the Seven Years’ War, (3) from that date to the 
Revolution, and (4) the revolutionary period 1790-92. The 
house ended dramatically with the condemnation of the two 
brothers Magon, the heads of the firm, men over eighty years of 
age, and ten other members of their family, by the revolutionary 
tribunal, and their prompt execution. Their crime was that of 
having acted as bankers to the Hmigrés. 

St. Malo’s trade gradually decayed during the eighteenth 
century, because it had no readily accessible Hinterland from 
which it could draw, and which it could supply. The province of 
Brittany had no mineral wealth; its agriculture was backward. 
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Its one manufacture was the linen industry, carried on upon 
“the domestic system.” And this furnished throughout the 
principal article which the Magon firm dealt in or carried; more 
important even than the cod-fisheries or the slave trade, which were 
also leading St. Malo interests. 

The Magon shipping business was chiefly with the Spanish 
and French colonies. The Spanish government, during the 
greater part of the century, entirely controlled the trade with its 
colonies ; and no goods were allowed to reach them except on one 
or other of the “convoys”: the “ fleet,’ which started from 
Cadiz at the beginning of summer for Vera Cruz, and the “ gal- 
lions,” which left Cadiz at the beginning of winter for the northern 
colonies of 8. America. Accordingly, what the house of Magon 
did was to send their cargoes on their own ships to Cadiz, con- 
signed to their nephews who resided there. At Cadiz the goods 
were either sold outright, or put on board the Spanish fleet under 
the name of a Spanish agent. 

The changes in the Spanish policy during the later part of the 
century, and the ups and downs of other branches of the Magon 
business would furnish material for an interesting article. It will 
suffice here to say that M. Sée has performed his task, as it would 
seem, with care and judgment. He does not overburden the 
reader with detailed accounts, but gives him the general outcome 
of the century’s transactions. 

It is perhaps of some interest to note that M. Sée’s dates for 
crises in St. Malo trade—and apparently in French trade in 
general—do not fit in at all with the dates very tentatively sug- 
gested for England by Jevons. Jevons’s dates (Investigations, 
p. 230) were 1721, 1731-2, (1742 ?), (1752 ?), 1763. M. Sée’s crisis 
years (pp. 53, 54, 90, 107) are 1724-6, 1738-9, 1754-5, 1770. 

The other Mémoire in the volume is of a kind which will 
interest and perhaps surprise all who have to do with the imposi- 
tion and administration of taxes. A French law of July 31, 1917, 
abolished the old business tax known as Patente, and substituted 
an income tax. Taxpayers were apparently given the option of 
being assessed either on their own returns as to profits, or on 
their returns of turnover (chiffre d'affaires realisé), multiplied by 
a coefficient officially determined. M. Hayem was called in, 
apparently, as an expert, to study a certain class (Group XVI), 
of businesses—a most miscellaneous congeries—with a view to 
recommending the appropriate coefficient. He tells us that the 
coefficients he proposed were almost all accepted by the ministry, 
and on being officially announced were acquiesced in without 
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a murmur. The English reader, accustomed to the reports of 
Committees and Experts generally, will expect coldly judicious 
and altogether unemotional paragraphs, with a few recent dates 
and such statistics as may be procurable. M. Hayem’s little 
essays on Department Stores, on Music Halls, on Cinemas, on 
Rag and Bone Shops, on Naturalists, and a score of occupations 
mostly out of the way, glow with rhetoric and usually end with 
eulogy. And though they conclude with a recommendation— 
usually, indeed, permitting the assessment officials a wide range 
of percentage for each occupation, they permit only the most 
momentary glimpse of a principle. For instance, the article on 
the Grands Magasins ends by telling us that the author has 
considered 


(1) The nature of the business in different localities. 

(2) Selling expenses in the provinces, the colonies and foreign 
countries. 

(3) For this I must really quote the French: “les dépenses 
réalisées pour conquérir une clientéle élégante et de haut gout, et 
pour doter les locaux du confort et du luxe appropriés a ce genre 
d’acheteurs et surtout d’acheteuses.”’ 

(4) The real or apparent sacrifices at the annual “ sales.’ 

(5) The cost of a suitable personnel. 

(6) The cost of an elaborate control of accounts. 

(7) The necessity of being ready to meet competition at any 
moment. 


b 


And then, when we are hoping for some quantitative measurements 
of these several elements in the problem, we are brought up short 
by this magistral conclusion : “ In virtue of these considerations 
we think that it will be fitting to apply the minimum coefficient 
of 6% and the maximum coefficient of 13%.” I must avow I 
like this 13%: it seems so much more exact than 10% or 15%! 
And I doubt not substantial justice is done : it may even be one 
of the things they do better in France. But I think some of us 
this side of the Channel would like to know just how that 13% was 
reached. 


Wn. ASHLEY 
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Population Problems in the United States and Canada. Edited by 
Louis I. Dusiin. (Boston and New York: Houghton 
Mifflin Co. 1926. $4.) 

Population Problems of the Age of Malthus. By G. TatsBot 
GrifFitH, B.A., Cambridge. (Cambridge University Press. 
1926. 12s. 6d.) 

Over-Population, Theory and Statistics. By P. Sarcant FLORENCE. 
(London: Kegan Paul. 1926. 2s. 6d.) 


In his opening paragraphs Mr. Griffith (let us hope) makes too 
much of Sir Ernest Clarke’s indictment of the earliest inquirers 
into English population, that they had no training for their 
work in the professions they followed, Gregory King being a 
map-drawer, Houghton an apothecary, Richard Price a Non- 
conformist preacher, Howlett an Anglican, Arthur Young a mere 
pamphleteer (Statistical Journal, February 1913, pp. 300, 301). 
Using Professor Stanley Jevons we might draw up a list for the 
defence (Principles, p. 101), pointing out that Arkwright was only 
a barber and Worcester only a lord, and yet the result of their 
experiments remains with us. 

There is undoubtedly a difference between a book, however 
faithfully compiled, by a man whose subject it is not, and a book 
by a man of equal faithfulness whose subject it is. This seems 
to be the amount of truth in the implied reasoning of the indict- 
ment, which would otherwise leave the reviewer himself without 
a locus standi. As it is, the reviewer, dealing with three books 
all involving special studies over wide fields, can only with 
modesty point the way to other men’s knowledge. 

In two of the books before us the authors come single spies, 
in the American they come in battalions. In 1924 the American 
Statistical Association devoted an entire annual meeting to the 
problems of population; “this book is an outgrowth of that 
symposium” (Preface, p. i). It is not a Platonic symposium 
where the contributions follow on and from each other, as stages 
in one long argument. The nineteen essays are made separately 
and put together in groups by the Editor, Mr. Dublin, who in 
a useful Preface and opening lecture leads the way with a statistical 
survey of the subject. He tells us briefly and clearly the main 
figures and the sources of them. He states the special aspects 
to be studied by his groups. ‘‘ The unparalleled growth in 
numbers, the intermixture of races, the rapid depletion of natural 
resources, the declining fertility in the cities, the urban migration, 
and the more recent curtailment of immigration, all make America 
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a remarkable laboratory for the study of population” (Preface, 
p. vi). America includes Canada; and Mr. R. H. Coats, Dominion 
Statistician, speaking for Canada (pp. 176 seq.), gives a masterly 
sketch bringing out the contrasts between his country and the 
United States. He shows at the same time how the two countries 
are always helping and sometimes hindering each other. The 
other Canadian contributor, Professor MacIver of Toronto, takes 
common ground, “the trend of population with respect to a 
future equilibrium ” (pp. 287 seg.). Old England has much aided 
this branch of the inquiry by the Report on the Fertility of 
Marriage (1911 Census, Vol. XIII), which gives the figures for 
eight “‘economic classes’ according to occupation, from those 
we might call the upper ten of industry (capitalists, managers 
and scientific helpers), in Class I, to the miners and the agri- 
cultural labourers in Classes VII and VIII (pp. 288 seq.). It is 
admitted throughout the volume that no country has matched 
our own in this particular service to statistics (e.g. p. 253 in 
U.S. book; see also Mr. Florence, pp. 34, 36). 

Professor Reuter of Iowa writes on the Growth of Population 
in the United States (pp. 19-32). He shows that the growth 
proceeded at the Malthusian rate, of a doubling in twenty-five 
years, till 1860 (p. 22); then came the diminished rate, till in 
1920 it was only 14-9 per cent. for the preceding decade in place 
of 35-6 per cent. for the decade preceding that (p. 23). The free 
land had gone by 1880. The intermixture of races went on, but 
with the negroes hardly counting in it. The negro element 
declined from a fourth of the whole population to about a tenth, 
where with little variation it still remains (pp. 26, 27; cf. p. 25). 
There is migration of negroes but no immigration (p. 28). By 
1890 the urban life had begun to encroach on the rural; the 
cost of living had begun to rise and (what is surprising perhaps 
to some of us) the standard of living to fall (p. 24; cf. p. 137). 
As to the decline of the birth-rate, there were signs of it in New 
England in the ’sixties (p. 33). The difference between urban and 
rural birth-rates had been early remarked (pp. 34, 38). Prof. 
Warren Thompson, however, writing on the Natural Increase of 
Population (pp. 33 seq.), thinks he can show that only in the cities 
does the native stock tend to die out (p. 37). The existence of 
restriction is admitted throughout the book; but there is no 
agreement concerning the permanent effects of it. There is 
occasional dejection (pp. 13, 78, 272) and not a little optimism 
(pp. 73, 93, 109, 220). 

The time has not come for unanimous conclusions, in face of 
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such a complication of causes. The writers in this volume are 
far from absolute agreement about the future of agriculture and 
mining (Part III, pp. 63-138), the Quota of Immigration (pp. 141- 
209), the Optimum Size of Population (Professor A. B. Wolfe of 
Ohio, pp. 63-76), the Germ Plasm (Mr. Goldenweiser, p. 200). 
Professor Wolfe asserts that ‘‘one can read the Essay from 
cover to cover without encountering a passage which indicates 
that Malthus ever thought that women have anything to do 
with population” (p. 75). So says also Professor Douglas of 
Chicago (p. 284). But Mr. Florence quotes a passage which was 
certainly within the covers, viz. from Book I, Chap. IV, in the 
later editions (Florence, pp. 26, 27). There are many others, 
e.g., Chap. III, p. 21 (of 2nd ed.), Chap. II of Book IV, p. 498; 
but that chapter (IV) on the American Indians has a reference 
to women on almost every page, and includes the well-known 
saying of Dr. Robertson: “ Whether man has been improved by 
the progress of arts and civilisation is a question which in the 
wantonness of disputation has been agitated among philosophers. 
That women are indebted to the refinement of polished manners 
for a happy change in their state is a point which can admit of 
no doubt” (2nd ed., p. 27). Remarks follow on the effect of harsh 
treatment on the bearing and rearing of children. To abstract 
from sex when dealing with population would indeed have been 
an impossible feat for much cleverer writers than Malthus. 
Another error on which Mr. Florence puts his foot is the 
idea that the first Essay of Malthus is authoritative (see pp. 62, 
63, in relation to Mr. Udny Yule). Mr. Florence sums up sub- 
stantially in favour of the mature Malthus. ‘“‘ Modern theories 
of population still rest upon Malthus’s propositions; and Mal- 
thus’s methods of investigation still appear the most likely to 
bear fruit. Malthus’s opening propositions point to the tendency 
of population to respond to and outrun any increase in the means 
of subsistence, and there is no sufficient reason to suppose that 
this tendency is not manifest in existing unemployment ”’ (p. 64). 
There is an interesting paradox in the chapter on Birth Control. 
“‘ Economic reasoning is to the effect that the less the means of 
subsistence the wider the use of preventive checks; the statistical 
evidence is that the more a man can afford to have children the 
less the birth-rate. Contradiction might be escaped by suppos- 
ing the statistical evidence to apply between social grades, and the 
economic argument to apply to the richer and poorer members 
within one social grade aiming at the same standard of living ” 
(p. 33 and note). The solution seems probable, in view of the 
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theory of “ non-competing groups”; and the said theory in this 
way complicates the new theory of the Optimum ; for every group 
its own Optimum. Mr. Florence (if a reviewer may brave the 
caveat of his own first paragraph) has put a great deal that is 
good into his dainty little volume; it is a bright general sketch 
well abreast of the times and worthy of the author’s reputation 
in other fields of inquiry. The illustrative tables are ingenious 
(p. 2, and especially p. 19). 

The second of our volumes may be called a special historical 
study; it is largely meant to secure accurate figures for the 
population of the eighteenth century, to ascertain and explain 
the variations of increase, in the light of the most probable 
rates of birth, marriage and death at various stages of the century. 
There was no census in England till 1801. Professor Gonner, in 
a paper read on January 21, 1913 1 (Statistical Journal, February 
1913, pp. 261-96), discussed ‘‘ The Population of England in the 
Eighteenth Century,” and Mr. Griffiths takes this paper as the 
basis of his inquiry. Miss George’s article on the population of 
London in this JournaL (September 1922) has also been of 
service. But our author uses his own eyes well, and the original 
authorities small and great have been ransacked with admirable 
patience. They are mainly the parochial records of baptisms, 
burials and marriages, eked out with the returns to hearth tax 
and other imposts. All are fallible in comparison with a census, 
even if they were complete, which they are not. Accordingly, 
the population of the eighteenth century is a happy hunting- 
ground for conjecture. Richard Price contended for a decrease 
in population, relying largely on the returns of assessed houses, 
supporting his calculations by the returns of excise and enclosures 
and the London Bills of Mortality (pp. 2, 3). His opponents, 
Howlett and Wales, were more successful in showing his errors 
than in providing the right figures. The nearest approach to 
probability was made by John Rickman, who had supervised the 
first four censuses with devotion and knowledge and a Goschen- 
like passion for statistics. In his estimates of the population of 
the eighteenth century, Rickman works back from the census, 
taking the excess (for example) of baptisms over burials. So 
Professor Edgeworth writes: “‘ The statistics of the present were 
not the only object of the first census. It was attempted to 
reason backward to the numbers of the population in the pre- 
ceding century by means of entries in the parish registers ”’ 


1 Professor Edgeworth in the Chair. Mr. Griffith’s printer gives the date 
wrongly on p. 1 as 1923, but rightly on p. 9 as 1913. 
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(art. “‘ Census’ in Palgrave’s Dictionary). It is agreed that the 
entries of marriages were fairly accurate, especially after Lord 
Hardwicke’s Act of 1754 forbidding all marriages except by 
banns or licence. Unless the relation of baptisms to births or even 
burials to deaths could be taken as constant, we have no sure 
basis for an estimate; and yet all the early calculators, even 
Rickman, have been drawn at one time or other into this 
assumption of constancy. In the case of the hearth, window 
and house taxes there was need of an assumed number, the 
number of the occupiers of the houses or cottages; there was 
even uncertainty as to the number of houses and cottages them- 
selves. Rickman’s first estimate was founded on the baptisms 
alone; his second relied on a return procured from the clergy, 
of baptisms, marriages and burials (Griffith, p. 8). The difficulty 
of inquiry might have seemed much greater with Ireland, but 
it seems agreed that the Irish increase even at the early period 
was faster than the English (Chap. III). Scotland is considered 
mainly in connection with Poor Relief and Irish immigration ; 
no use is made of Webster’s Survey of Scotch Population in 1755. 
Malthus thought Scotland “ still over-peopled, but not so much 
as it was a century or half a century ago, when it contained fewer 
inhabitants ”’ (2nd ed., p. 334, and later edd. unchanged). 

Mr. Griffith’s estimate for the English increase (p. 18) may 
be described as Rickman’s two estimates amended in the light 
of later statistical criticism, including Gonner’s and his own. 
The result is an increase from 5,835,279 in 1700 to 9,168,000 in 
1801, the decade ending in 1730 alone showing a decrease (in 
the gin-drinking period ; see p. 17 and Chap. IX). 

Malthus made a calculation (not in his 3rd ed., as in the text, 
p. 20, but his 5th, 1817, Vol. II, p. 95): “from the excess of 
the births above the deaths, after allowance made for the omis- 
sions in the registers and the deaths abroad.” His figures are 
very little higher than Mr. Griffith’s or Rickman’s, and our 
author need hardly have suggested bias. 

The book centres in Malthus, and the chapter (IV) on that 
economist is written with great care, candour and judgment. 
Malthus escapes all the vulgar criticisms of him, and suffers only 
one that he might himself have accepted, that he did not fully 
appreciate the effect of a lowered death-rate as a factor of 
increase, attaching almost exclusive importance to the birth- 
rate. Mr. Griffith brings out this point exceedingly well. 

Though the other chapters are illustrations of the main 
subject, they are some of them very telling, e.g. the passages on 
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emigration from Ireland to England (p. 67 seg.), on the con- 
ditions of health in the rural and urban districts (Chaps. VII, 
VIII), effects of the Poor Laws and apprenticeship on marriages 
(V, 112 and VI), alcohol in the eighteenth and in the nineteenth 
centuries (IX), and not least the improvement of medical science 
(Chap. X). Even the most self-satisfied reviewer, reviewing it 
at his peril, must confess obligations to such a book. 
, J. Bonar 


Eugenics. By Pror. A. M. Carr-SaunpDEers. (London: Home 
University Library, Williams & Norgate. 1926. Pp. 256.) 


Tuis little book on eugenics will maintain the high standard 
of the Home University Library for clarity and good judgment. 
Prof. Carr-Saunders draws a useful distinction between the 
science of eugenics, “ the study of the part played by inheritance 
in human affairs,’ and applied eugenics designating the applica- 
tion of the knowledge so gained. Save for the tenth chapter, on 
the control of racial change, the book is devoted to eugenics 
regarded as a pure science; even this last chapter is, however, 
rightly given principally to considerations which should properly 
be termed theoretical. The author does not tell us what defects 
should warrant the prevention of parenthood, but rather on what 
principles such defects should be selected ; moreover, he discusses 
such questions as the danger (shown to be imaginary) of losing 
highly gifted individuals by the elimination of defective stocks, 
and the rate at which a systematic elimination of specific defects 
will decrease their incidence. Most important is his advocacy of 
census of mental and physical quality, which together with much 
improved information as to the effective rates of reproduction 
in different classes, would show clearly whether there is, as appears 
to some, an enormous and eminent danger of racial deterioration, 
or whether there are compensating actions which in our present 
state of ignorance escape detection. 

The general arrangement of the book is singularly simple and 
well planned. Following an introductory chapter in which the 
distinction between the pure science and the applied art of 
eugenics is clearly indicated, come two chapters on heredity, the 
first on simple mendelian theory, and the second, in which 
biometrical conceptions are introduced, on inheritance in man. 
These are followed by thoughtful chapters on ‘‘ environment and 
inheritance ’’ and on “ heredity and achievement ”’ respectively. 
These first five chapters are all in the nature of a preparation for 
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the five important chapters that follow; namely, two chapters on 
the distribution of inherited qualities, and two on racial changes, 
together with the final chapter already discussed. It will be 
noticed that the nature and extent of class differences in heritable 
characters, and in fertility, occupy the place of honour in Prof. 
Carr-Saunders’s treatment, and this is in accordance with the 
increasing importance, which is being attached to these two 
phenomena, as accurate observations are gradually accumulated. 

It is, of course, impossible that one should agree with every 
statement in a very concise treatment of a subject of this magni- 
tude. Occasionally, perhaps, the author forgets that a large 
proportion of his readers will not be familiar with other work, and 
will therefore lay too much weight on the illustrative material 
given. For example, Mr. Jastrezebski’s figures quoted on p. 174 
do not supply any sufficient warrant for believing that the birth- 
rate in London became less differential between 1911 and 1921, 
and no statement in the text literally states so much, yet many 
must have obtained from these figures a quite unwarranted 
impression of the stability of professional class fertility. 

R. A. FISHER 


Children’s Courts. By W. Cuarke Hat. (George Allen & 
Unwin, Ltd. Pp. 287.) 


From official reports on the work of special courts for juvenile 
offenders we may procure information as to methods adopted 
for correcting and reforming child delinquents and (for what 
they are worth) statistics of the results. In his extraordinarily 
interesting and human book on “ Children’s Courts,’’ Mr. Clarke 
Hall adds to information of this kind the results of his long 
practical experience as President of the Shoreditch Juvenile 
Court. He has many recommendations to make for both legis- 
lative and administrative reforms, and also suggestions for the 
development of philanthropic effort. Presumably some of his 
recommendations will be found in the report of the Home Office 
Committee on the treatment of young offenders, and put into 
practice in due course. Others he admits are contentious and 
at present beyond the sphere of practical politics. Perhaps this 
refers especially to his proposal to extend the jurisdiction of 
children’s courts to cover practically all criminal cases affecting 
children either as victims or offenders, and also all marital and 
family disputes involving the interests of the children. The book 
touches on all aspects of child delinquency—the psychology 
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and practical difficulties of the children and their parents, the 
methods and principles by which children’s courts should be 
governed, the merits of different ways of dealing with young 
offenders. It would make a useful introduction to a more pro- 
found study of child delinquency, besides serving admirably as a 
handbook for all those engaged in practical work in that sphere. 
Brief accounts of the practice of children’s courts in other coun- 
tries reveal fundamental differences in the manner of approach 
to the problem. At the one extreme we have France where the 
children are treated as delinquents “who must be proceeded 
against with all the formalities and majesty of the criminal law.” 
At the other extreme, in the United States, the child is not regarded 
as an offender against the law; the object of the courts is “ not 
punishment but correction of conditions, care and protection 


of the child, and prevention of a recurrence.”’ 
S. SANGER 


Money and the Money Market in India. By P. A. Wanita and 
G. N. Josmt. (Macmillan. Pp. xii+ 440. Price 21s.) 


Indian Currency and Exchange. By H. L. Cuasiant. (Hum- 
phrey Milford. Pp. vii+ 184. Price 7s. 6d.) 


Or these two books that of Professors Wadia and Joshi 
is the more ambitious, as it aims at a general discussion of money 
and monetary theories in addition to discussing the Indian cur- 
rency and money market. The first eighteen chapters are devoted 
to general theory and the remainder to Indian conditions. Pre- 
sumably it is meant for students, but one suspects that the authors 
have higher ambitions. As a text-book there is much that can 
be criticised. The chapters dealing with theory are very uneven, 
some being very elementary while others involve discussions and 
criticisms which could only be followed by advanced students 
who have read fairly widely. The chapters on banking are quite 
inadequate and in places inaccurate. Thus the description 
of the English system would lead a student reader to think almost 
solely in terms of the Bank of England. The great joint stock 
banks are only mentioned incidentally and “‘ Lombard Street ”’ is 
dismissed in slightly less than a page. The treatment of the 
Federal Reserve System is equally superficial and it is open to 
discussion whether the term “ decentralised’ can be applied 
without some explanation. Industrial and Investment banks 
are discussed in a little over a page. In view of the fact that 
later on the writers urge very strongly the need for Industrial 
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Banks in India, it would not have been out of place to devote 
some attention to them, especially as students have much 
difficulty in obtaining information. All these chapters need a 
careful recasting and revision. 

In the remaining chapters we have the usual history and dis- 
cussion of Indian currency and banking. This is treated at con- 
siderable length, but adds nothing to what is already known. 
Both writers are strongly in favour of a gold currency, so that 
we have a running criticism of the Government and its policy. 
For students this method of treatment is a bad introduction. It 
would have been better to have adopted Mr. Chablani’s method. 
Mr. Chablani’s Indian Currency and Exchange is a more modest 
work, but much better in its handling of the subject. The dis- 
cussion is strictly academic and is very lucid. The chapters 
devoted to criticism show good judgment and are worth reading. 
Of the Indian text-books this is one of the best which has yet 
been published. 

The great fault which one has to find with all the publications 
on Indian finance and currency is that the treatment follows a 
more or less set routine. Within this routine treatment may be 
more or less good, but it is impossible to contribute anything which 
is not already known. 

What is needed is a first-hand study of the Indian environment 
and its effects upon the development of banking: if Indian 
banking is still undeveloped and unco-ordinated the reasons are 
to be sought here. There are limitations to the development of 
European banks, and the history of the Presidency Banks (now 
the Imperial Bank) has significance only with reference to this 
environment. Yet it has never been investigated. Why have 
not the indigenous bankers developed into modern bankers ? 
why have the Indian joint stock banks generally been failures ? 
Surely the answer is more than the insinuation so often met that 
the European banks will not deal with them because they are 
Indian. Further, it is impossible to study currency and exchange 
problems and the part played by the Government without constant 
reference to banking conditions. One cannot help feeling that 
the investigation of banking and monetary problems in India has 
been largely nullified by the intrusion of politics into what ought 
to be a purely academic discussion. 

W. S. THATCHER 
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Die Arbeiterfrage in Deutschland nach dem Kriege. By Pro- 
FESSOR WALDEMAR ZIMMERMANN. (Berlin: Gersbach & 
Sohn, G.m.b.H. Pp. 122.) 


In this compact little volume, which is one of a series 
published by the Vereinigung fiir staatswissenschaftliche Fort- 
bildung, an organisation designed to keep students of social 
and political life abreast with European thought and move- 
ments in that domain, Professor Zimmermann presents a careful 
and impartial survey of the various developments which the 
labour question has undergone in Germany since 1918. Although 
some of the disturbing influences which have been at work there 
have been peculiar to the country, much of what the writer says 
would apply generally to the relations between capital and 
labour in Great Britain. For a time the prestige given to the 
German trade unions by the revolution gave to them a position 
of exceptional strength, and enabled labour to ride the high 
horse. With the financial collapse which followed, the economic 
advantages so secured were gradually forfeited from 1920 for- 
ward, and internal disputes and factions completed labour’s 
misfortune. 

As in our own country, the labour movement in Germany 
has been seriously compromised by the prominence given to 
purely political aims, herein responding to sinister influences 
issuing or directed from Moscow. On the other hand, many of 
the large employers, who had never accommodated themselves 
to the shorter work-day and the institution of works councils, 
lost no opportunity of speeding the reaction, and made it clear 
that they did not regard as permanent the loss of their old 
autocratic position. 

Professor Zimmermann’s forecast is guarded yet hopeful. 
He holds that to Germany’s economic recovery is needed a 
cordial understanding between capital and labour. Capital must 
abandon once for all—as many of the great captains of industry 
are prepared to do—the old idea of arbitrary domination, while 
labour must cease to follow a policy of perpetual nagging and 
no longer press impossible demands. Both sides need to cultivate 
a deeper sense of social responsibility, and he laments the fact 
that, while most employers view their position and functions 
from the standpoint of mere money-making, the workers are no 
less steeped in materialism. His hopes are set upon the cultiva- 
tion of some sort of working partnership (Arbeitsgemeinschaft) 
based on unity of interest, but he is convinced that this is a 
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solution of the labour problem which employers and employed 
must work out for themselves, for he expects but little from 
legislation imposed from the outside. 

On the subject of the eight-hours day he admits that its 
introduction led in general to a large decline in production, yet 
while conceding that the stabilisation of the currency and the 
return to more settled conditions of production and prices have 
brought about a marked increase in the workers’ “ will to work,” 
and consequently in production, the question cannot be regarded 
as settled. In his opinion what will happen is that Germany 
will retain the reduced work-day as the normal rule, but will 
claim the right to apply the rule with a certain elasticity so long 
as reparations have to be paid, since intenser effort and the im- 
provement of labour methods will be insufficient alone to ensure 
the greatly increased production which the penalty of defeat in 
war will make necessary. 

Zimmermann’s book is suggestive in many ways, but at times 
his heavy style of writing, his uncouth, home-made words and 
phrases, and his long-winded paragraphs make his book a severe 
strain upon the reader’s patience. Is it too much to hope that 
the New Germany, in her concern for reform movements of so 
many kinds, will not lose sight of the advantages which would 
accrue to her by a bold attempt at greater simplicity and directness 
in literary expression ? 

W. H. Dawson 


Europa als Teuerungsgrund. By SiIEGFRIED STRAKOSCH. 
(Vienna: Hoélder-Pichler-Tempsky A.G. Pp. 63.) 

Tuis little brochure is described as ‘‘a study of the real 
causes of scarcity,’ and its author says that it owes its existence 
to a consciousness of his own need for clarity on the subject. 
Perhaps it was rash to attempt to exhaust so large a problem in 
under fifty pages of text (tables excluded), and in fact the treat- 
ment of the subject here presented is scrappy and inconclusive. 
The author contrasts scarcity in the past and the present. Now 
as in antiquity the chief causes of scarcity are war and under- 
production of crops, but while of old it took the form of famine, 
to-day it expresses itself in all-round high prices, with resulting 
under-consumption. Again, in the past scarcity and famine 
were localised; but to-day the whole world is poorer because of 
the Great War, though the heaviest burden of impoverishment 
falls on Europe. Statistics are advanced in support of several 
main theses—that both Europe’s stock of commodities and its 








m 


ts 
>t 
e 


9 








1926] MEHRING : DIE STEUERLAST IN DEUTSCHLAND 637 


production of the same have been reduced by the war; that 
production in Europe has become more uneconomic, in that in 
the production of a certain quantity of goods a larger amount is 
consumed than formerly, so that the Mehrwert or “‘ social product 
of labour,” consisting of the excess of production over con- 
sumption, has diminished; and that wages have not fallen 
proportionately to the reduced productivity of labour. Asking 
how Europe can create new wealth, and its productivity be 
increased, the author points to America as showing the way. 
He urges that greater attention must be paid to the physio- 
logical and psychical factors in the labour process; there must 
be a more extended division of labour; and greater results must 
be obtained from labour effort, time and material. In other 
words, what Europe needs to its recovery is ‘‘ Taylorisation ”’ 


or ‘‘ Fordism ” in an extreme form. 
W. H. Dawson 


Die Steuerlast in Deutschland. By Dr. Orro von Menrina. 
(Jena: Gustav Fischer. 1916. Pp. 53.) 


In discussing the economic effects of the present system of 
taxation in Germany, Dr. von Mehring disregards the political 
and administrative aspects of the question and confines his 
attention to the influence of taxation on production and prices. 
Such a discussion is the more interesting since fundamental 
changes have been made in the German system of taxation in 
recent years. These changes relate not only to the redistribution 
of the incidence of taxation as between the Realm, the federal 
States, and the local government bodies, but to the method and 
objects of taxation; and of course the burden of taxation, federal, 
State and local, is far heavier than ever before. Dr. von Mehring 
sums up the general effect of the changes that have taken place 
in the words: ‘‘ Taxes which fell, or were designed to fall, both 
formally and materially, upon actual income and capital (Ver- 
mégen), have in the main been replaced by taxes based on more 
or less external, and hence for the taxing authorities visible, 
characteristics.” He instances as a new tax of the latter kind 
the turn-over tax which was introduced during the war; while 
others are the old or new trade taxes, consumption taxes, customs 
duties, and the taxes which take the form of monopolies. He 
recognises it as a great advantage of such taxes that they cannot 
easily be evaded and that they are, within wide limits, very 
elastic sources of revenue. 

A discussion of the relation of income tax to interest, wages 
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and rent, both monopoly and competitive, brings Dr. von Mehring 
to the conclusion that this tax is one of the most difficult to 
transfer to the consumer in the form of higher prices, though he 
does not deny the possibility. His treatment of the question 
of tax-transference in the case of what he calls summarily “ pro- 
duction taxes ”’ follows Seligman, and he lays down the principles 
that the possibility and measure of such transference depend on 
the elasticity both of the supply of and the demand for the taxed 
article, further on whether the article is durable or transient, and 
also on the question whether the tax is proportional or pro- 
gressive. In his opinion every such tax on consumption has the 
tendency to fall more heavily upon large-scale than small-scale 
enterprise, and for that reason to increase prices more surely ; 
though he recognises that in practice the effect may be to bring 
about the amalgamation of undertakings and by this means to 
cut out the small producer. 

Considering the German system of taxation as adopted during 
the era of stabilisation, he comes to the conclusion that the 
effect of making the income tax subordinate to taxes which can 
be more easily passed on by the payer, like the turn-over, com- 
pany, share and scrip, bill, land, directorate, and wages bill 
taxes, is bound to affect prejudicially German competition in 
foreign markets. 

It is interesting to have this indictment, from the stand- 
point of industry and commerce, of the defects of the taxes 
named as compared with the income tax, in view of the funda- 
mentally different taxation policy followed in this country during 
and since the war. Dr. von Mehring, indeed, would like to 
adopt the English system but for the fact of the decline in 
Germany of what he calls “taxation morale,” for he writes : 
* Without taxation morale there can be no effective income tax, 
no effective inheritance tax, no tax which pays just regard to 
the financial capacity of those liable to taxation. The conse- 
quence is that the reform of the German system of taxation, with 
a view to meeting the public needs in other ways, is bound up 
with the condition of a higher taxation morale.” All that the 
author says upon the subject of tax evasion is well worth reading, 
for he shows that the responsibility for it by no means rests upon 
the taxpayer alone. In part he attributes evasion to the cruel 
action of his Government in repudiating its debts by paying off 


enormous loans—including war loans—in worthless paper. 
W. H. Dawson 
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Die Handelspolitik in Mitteleuropa. By Dr. ELEMéR HAnTos, 
sometime Hungarian Secretary of State. (Jena: Gustav 
Fischer. Pp. 111, with 8 diagrams. 7-50 mk.) 


CoNVINCED that the economic confusion into which Central 
Europe has been thrown by the peace treaties will never yield 
to mild measures, such as guaranteed loans and periodical visits 
of investigation by foreign experts, Dr. Hantos calls for a bold 
departure. After reviewing what has been done to effect settle- 
ment at home and restore commercial relations with their neigh- 
bours by Austria, Hungary, Czecho-Slovakia, Poland, Jugo- 
Slavia, Roumania, and Germany, he revives the old idea of a 
Central European commercial union. This idea has been put 
forward at different times for over half a century, particularly 
by the Pan-German party, but in the past political considera- 
tions have influenced its advocates at least as much as economic. 
It will be remembered that during the Great War it received 
special prominence for a time in Germany in the form given to 
it by the late Dr. Naumann. Dr. Hantos has nothing to do 
with politics and wants an economic amalgamation pure and 
simple. He holds that the men who dictated the treaty of 
St. Germain in particular made a great blunder in failing to 
impose a large measure of permanent free trade upon the new 
economic units created out of the Austro-Hungarian empire and 
the States which benefited by its partition. He believes that 
such an arrangement is still possible, and will be for the benefit 
of all the communities concerned, but he goes further and would 
unify both transport and currency as well in these territories. 
Rejecting the idea of a hard-and-fast customs union of the 
ordinary kind as impracticable, and bilateral commercial treaties 
as inadequate, he suggests a compromise in the form of such a 
customs and economic “ alliance” as would be effected if two 
or more independent States concluded an international treaty of 
long duration, binding them to conclude together on uniform 
principles customs and commercial treaties with other States, 
each retaining its complete administrative independence. As he 
truly says, the good-will of all the States concerned is needed to 
the realisation of his design, and it is to be feared that this con- 
dition will alone block the way to success for some time yet. 

W. H. Dawson 
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Vorgeschichte und Gestaltung des Haushaltplanes der Vereinigten 
Staaten von Amerika. By Dr. Oscar Witt. (Finanzwissen- 
schaftliche und volkswirtschaftliche Studien, Heft 2; 
Gustav Fischer, Jena. Pp. xii + 109.) 


Tuts brochure is the second of a series of studies on financial 
and economic subjects edited by Dr. Karl Brauer of Breslau 
University. It is a history of the development of a budget 
system in the United States of America. Dr. Witt describes 
the originally budget-less condition of the United States and 
then analyses carefully the various plans for a “‘ National Budget 
System ” brought forward in the form of reports or bills, especially 
since America’s entry into the War, and resulting, after many 
failures, in the adoption of the Budget and Accounting Act of 
1921, a German translation of which is appended. The strict 
separation of executive and legislative functions under the Con- 
stitution of the United States has necessarily caused considerable 
difficulty in devising a suitable budget system. The problem 
is to ensure some sort of collaboration between two authorities 
neither of which is in any way responsible to the other. The 
Executive may draw up estimates and prepare a budget, but the 
whole scheme is liable to be upset by unsystematic changes made 
by a completely independent Legislature. Dr. Witt brings out 
the constitutional difficulties and checks the various proposals 
which failed of adoption, as well as the final legislation, with 
the principles he hold essential to a sound budget system. He 
comes to the conclusion that the United States does now at last 
possess an orderly budget system, but it is still, in his opinion, 
not a completely sound one. 

S. SANGER 


Die Grenznutzenschule. By OTTo WEINBERGER. (Halberstadt : 
H. Meyer. 1926. Pp. 123.) 


Ir is rather odd that the Theory of Marginal Utility should 
have given rise to so many books and that it should have been 
the subject of controversy. The fact that it was discovered 
independently by various people indicates that it is a natural 
idea to hit upon. The only explanation is the hatred of reasoning 
which is felt not only by historical economists, but by the vast 
majority of mankind. In Germany the historians were dominant ; 
they looked askance at the Austrian School. At earlier times no 
notice had been taken of Lloyd, the elder Walras, or Gossen. 
Mill was dominant in England. But since Alfred Marshall it has 
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been possible to view the history of the theory in a proper per- 
spective and to judge the controversies from a more detached 
standpoint. In a small book Dr. Weinberger has given a clear 
historical and critical account of the whole matter. He deals 
skilfully with a large mass of material. Students, as a rule, have 
not the time to read the original authorities; they will learn a 
good deal by reading this book. 
C. P. SANGER 


Grundlagen des wirtschaftlichen Denkens. By Dr. Kart ENG Is. 
Authorised translation into German by Dr. Emit SaupeEx. 
(Briinn: Verlag Rudolf M. Rohrer. 1925. Pp. 165.) 


ATTEMPTS at the psychological explanation of economic theory 
are apparently increasing; in this country Mr. Diblee is one of 
the latest pioneers in this field of research, and abroad Professor 
Englis is regarded as a foremost authority. His newest book, 
which first appeared in Czech and is now made accessible to a 
larger circle of readers in a German translation, will be found 
stimulating not so much for what is specifically new in it as 
rather because of the way the author's standpoint is presented. 

Dr. Englis holds that all Empiric Sciences may be divided 
into three categories—the Natural Sciences, which are limited 
to phenomena as they exist; the Teleological Sciences, which 
treat of the ends or designs for which certain phenomena exist : 
their root conception may be expressed by saying that they 
postulate some end; and thirdly, the Normative Sciences, the 
purpose of which is to consider phenomena as they should be. 
Economics, he holds, is essentially a Teleological Science; the 
fifty-odd pages in which he elaborates this thesis must be 
characterised as clear, logical and convincing. 

This is one of his fundamental issues. Another is that every 
human being desires a minimum of dissatisfaction. From this 
premiss he proceeds to discuss the meaning of economic activities, 
the theory of prices, and the relation between relative marginal 
utility and relative marginal costs. As arule Dr. Englis expresses 
himself clearly enough, but now and again his definitions lack 
clarity by reason of being too technical. Let one illustration be 
cited in proof; it is as close and literal a translation of the 
German as is possible. ‘“ An economic action is every change 
worth striving for on the part of a subject as a means towards 
reducing his subjective dissatisfaction.”’ So he begins the section 
headed ‘‘ Economic Activities.” Nevertheless his meaning 
emerges in the course of the elaboration that follows. Man acts, 
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he declares, in order to reduce his dissatisfaction. As a rule he 
puts up with a lesser dissatisfaction in order to avoid a greater. 
He gets bread by means of work, which in itself is disagreeable 
to him, because the dissatisfaction of work appears a lesser evil 
than the dissatisfaction of hunger. 

A third point worthy of note is the criticism of Dr. Englis 
of the current theory of price. He submits that the reference to 
supply and demand really tells you nothing, since it is not sufficient 
to explain the price of any one commodity as an isolated fact. 
The price of one commodity must be co-related to the prices of 
all others. Here again the student who already possesses some 
elementary knowledge of economics will find food for thought in 
the theory propounded by Dr. Englis, especially in his constant 


recourse to psychology as a key to the solution of economic 
problems. M. EpstTEIn 


Grundziige der Volkswohlstandslehre. Erster Teil: Der Prozess 
der Wohlstandsbildung. By Dr. ALFRED AMONN. (Jena: 
Verlag von Gustav Fischer. 1926. Pp. vi + 403.) 


Durine the last few decades a veritable plethora of books 
on economic problems have appeared in Germany. Old doctrines 
have been examined, sometimes with bewildering thoroughness, 
and new ones have been propounded with a zeal that at any rate 
bore witness to an exemplary devotion to economic studies. So 
voluminous has been the output that it became well-nigh impos- 
sible to keep abreast of even the more important contributions 
to the science. This difficulty was enhanced if the record of the 
last fifty, hundred, or hundred and fifty years were taken into 
consideration; and any assistance rendered to the student to 
enable him to survey this vast field with some profit to himself 
must of necessity be welcome. 

Professor Amonn, of the German University of Prague, has 
attempted this task, and has acquitted himself with distinction. 
His is no new system of economic theory, comparable to the 
treatises of Marshall, Schmoller, or Philippovich; he but pro- 
vides, as he himself admits, a mirror of the science in its present 
form. He has cast the whole into an admirable text-book, which 
furnishes an up-to-date, business-like and clear presentation of 
economic problems. A student who masters the work, of which 
the present is the first volume, will be adequately equipped with 
a knowledge not only of the main theories of the subject, but 
also of the names of the principal thinkers. 

Professor Amonn harks back to “The Wealth of Nations ” 
as the most suitable title for the body of doctrine which occupies 
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itself with man’s economic activities. Partly this is due, no 
doubt, to his immense admiration of Adam Smith, whose master- 
piece he commends as possessing permanent value; partly, too, 
to his desire to stress the fact that economics is first and foremost 
a Social Science. For that reason also he commences his study 
not with a consideration of such elemental notions as value or 
wealth, but with a survey of Economic life as a whole—of pro- 
duction and enterprise, the different forms of enterprise, social 
classes and various callings, and the agents of production; and 
he then proceeds to discuss goods and wants, cost and value. 
His second section is devoted to the problems of distribution, 
and here Professor Amonn is at special pains to make clear the 
theory of price, and in particular to elaborate Professor Cassel’s 
statement (or equation) of the relationship between Supply and 
Demand on the one hand and Price on the other. This is followed 
by a consideration first of money and banking, and then of wages, 
interest, rent and profit. The third section is entitled ‘‘ The 
Dynamics of Social Economic Activities,” a caption which covers 
such problems as economic equilibrium in the modern state, 
crises, and the relation between population and subsistence. 
The fourth and last section provides an informative sketch of the 
broad history of economic science from Adam Smith to the 
present day. One fault that may be found with these chapters 
is that while German and Austrian writers are adequately con- 
sidered, insufficient notice is taken of later developments in 
English economic thought. 

Since Professor Amonn’s book is a text-book, it must be judged 
by its method of presentation and not by its contributions to 
learning. As a text-book it will be found handy and serviceable. 
Each chapter clearly sets forth the subject matter, and is followed, 
in smaller type, by important side-lights and references (with 
verbatim extracts), containing some valuable information. In 
the main the problems are the old problems, but here and there 
the reader comes across a striking passage, as, for instance, the 
contrast between the Mercantilists and the Physiocrats; some of 
the differences between Capital and the other Agents of Pro- 
duction; a particularly good account of the various theories 
concerning economic development. On Marx Professor Amonn 
is ‘‘ safe’: his arguments against the standard economic doctrines 
of Socialism are taken from the stock-in-trade of Individualist 
writers. All these matters have, of course, been handled before ; 
Professor Amonn’s handling has a freshness which is perhaps the 
best recommendation of his book. 


M. Epstein 
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Lohngesetz und Lohntarif. By Pror. Dr. Paut Arnot. (Frank- 
fort-am-Main: Verlag der Universitaetsbuchhandlung Blazek 
und Bergmann. 1926. Pp. 201.) 


PROFESSOR ARNDT has written an interesting book. Con- 
vinced more than ever that the outstanding economic problem 
of the day, especially in western Europe, is the settlement of 
wages, he has set himself the task of reviewing the various 
doctrines of wages formulated by economists of all schools, of 
contrasting each in turn, and of attempting to arrive at a theory 
which shall be scientific and at the same time shall serve as a key 
for the solution of the great industrial difficulties of our time. 

Brief as is this study, its arguments are to the point; there 
is an abundance of striking and effective quotation; and the whole 
is constructed on a logical basis. Professor Arndt leads off with 
a consideration of Economic Laws in general, differentiating four 
classes: those that emerge from a study of economic develop- 
ment, those which are purely theoretical in character, those which 
are in accord with the demands of ethics, and those lastly which 
politics makes a reality by conceding ethical demands. In other 
words, the ‘‘ laws ”’ of economics are either theoretical or practical. 

On this foundation Professor Arndt considers the nature of 
the law of wages, and renders a service to students of economics 
by laying stress not only on the variable meaning of the term 
“wages ”’ as used to-day, but also on the uncertainty of its con- 
notation in the works of writers of different times and different 
countries. Does, for example, the word to-day include salaries 
and fees? When Ricardo speaks of wages, is he thinking of the 
same thing as Lassalle? This important aspect of the question 
is skilfully handled by the author, and he then proceeds to his 
main thesis. 

He first reviews the conception of ‘‘ just wages ”’ of the period 
when gilds dominated industry—a sound enough rule for the 
regulated economic conditions of the Middle Ages. But when 
economic freedom revolutionised the economic activities of men, 
an entirely new explanation of wages had to be evolved. Soon 
theory crowded on theory. There was “ natural” wages of the 
classical writers, the ‘‘ wages fund” of John Stuart Mill, the 
“iron law”’ of wages as enunciated by Lassalle, the theory of 
the “‘ Industrial Reserve Army” associated with the name of 
Marx, and the attractive suggestion of Franz Oppenheimer of the 
“‘ marginel yokel.” 

All these theories are marshalled in turn, and it is soon evident 
that Professor Arndt’s sympathies are entirely with the classical 
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economists, or rather with the latest elaboration of their theories 
by Professor Dietzel, whose doctrine is the simple one that wages 
depend on production; that wages rise as production rises and 
fall when production falls. Wages, says Dietzel, are high in 
those countries where all the conditions are given for increased 
production—fertile countries, those with a highly developed 
transport system and with ample supplies of capital; they are 
high, too, where the individual worker, be he artizan or creative 
artist, produces an abundance of goods or services. On the other 
hand, wages are low where the opposite of these conditions prevails. 
This, Dietzel holds, is the one really correct explanation of wages, 
and Arndt elaborates the view with great learning. The pro- 
ductivity theory of wages operates without let or hindrance; and 
attempts to regulate wages on any other basis, whether by the 
State through legislation or by the Trade Unions through collective 
bargaining, are doomed to failure. Professor Arndt is scornful 
of those who like Gide do not sufficiently appreciate the Classical 
writers, and those who like Mr. and Mrs. Sidney Webb or Pro- 
fessor Brentano underestimate the power of the individual worker 
and claim that he must needs be organised. Professor Arndt 
admits that Trade Union action has advantages, but they can 
be over-valued. 

The end of the matter in the author’s opinion is that there is 
only one certain method of increasing wages, and that is by 
increasing the productivity of labour. This view has been long 
held by economists in the United States, notably by Carey, 
Walker, Seligman, and J. B. Clarke who calls it “‘a deep acting 
natural law”; and is supported in our own country by the 
authority of Jevons and Marshall. Even those who do not agree 
with Professor Arndt’s conclusions will, we believe, readily admire 
the reasoning by which he arrives at them and the learning he 
shows in their support. 

M. Epstein 


Die Marxsche Geldiheorie. By Dr. Hersert Biock. (Jena: 
Gustav Fischer. 1926. Pp. viii + 145). 


Boru in the vast literature concerning the doctrines of Marx, 
and also in the studies on monetary theory which have recently 
appeared in such abundance in Germany, there is (Dr. Block 
declares) a curious lacuna—a consideration of Marx’s theory of 
money. To make good the omission Dr. Block has written this 
dissertation, and students of Marx will be grateful to him. 

The book is a good example of those numerous specialist 
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studies which are a characteristic of German scholarship. Dr. 
Block evidently knows his Marx. In the first section of the 
book he sets forth without comment and with a wealth of quota- 
tion what Marx teaches as to the nature of money; in the second, 
with a great array of learning, he estimates the Marxian view, 
which he values highly. In Dr. Block’s opinion the only modern 
author who has written adequately on the philosophy of money 
is Simmel; but Simmel, he holds, owes much to Marx, a thesis 
he elaborates in one of the best chapters of the book. 

As regards Marx himself, Dr. Block submits that his specific 
contribution to the theory of money was the manner in which 
he wove the existing doctrines into a system, bringing them into 
harmonious relation with his theory of value. 

Dr. Block’s book is not easy reading, but it will repay attention 
not only for the light it sheds on an important aspect of Marx’s 
teachings, but also for its handling of the many writers, critics 
and disciples alike, who have occupied themselves with Marx’s 


theory of money. 
M. EpsTEIN 














FRANCIS YSIDRO EDGEWORTH 


In Memoriam. 


Od xpovos ob yipds ce xatédfice mpéaBuv Eovra, 
éuBecev ove’ aKa owpatos oldpa vocov. 

dM’ “Ardov dedis dlovepaitaros jpmrace dayiciv, 
BN tes evi Ovyjtots abdvaros réAcHou. 


R. H. 


(To face p. 647.) 














NOTES AND MEMORANDA 


Memortzs or F. Y. EpGewortu 


To the fine tribute paid by Mr. Keynes in the March number 
of this JouRNAL, the friendship of half a lifetime enables me to 
add with diffidence some personal recollections and impressions. 

It was C. F. Keary who first brought us together, on the steps 
of the British Museum, in 1889. Since then, as we lived all those 
years within a few yards of each other in Hampstead, there were 
innumerable walks and talks, of Sunday afternoons, or casual 
meetings in early morning, notes and messages in plenty, letters 
very few. There were (rarely) elaborate letters confidential and 
combustible. In private talks, it must be said, he dived where 
he chose and one could not always tell where he would come up 
again. When confronted with formal papers at a club or public 
meeting, he wandered much less; he was a good listener and 
good-natured critic, though he would quote “ nullius addictus 
jurare in verba magistri ”’ to preserve his privileges. 

Our friendship passed successfully through the ordeal of 
travel. He was not in all senses a good traveller. He was 
a bad sailor even on Swiss lakes; and, having crossed the 
ocean once, would never do it again. He was sometimes “ at 
sea’? on land. He has been known to mislay his railway-tickets, 
and to let a train pass at a junction when he was deep in a Look. 
Such little annoyances never dwelt long on his own mind or 
prevented rapt admiration of the glories of nature when once he 
waked up to them. I remember only one occasion where a novel 
successfully competed with nature. It was in the Gleckstein hut 
above Grindelwald. There was a brilliant display of lightning 
far below us in the valley. He kept saying “‘ Yes, very fine,” 
without raising his eyes from Bulwer Lytton, bequeathed to the 
hut by a previous traveller. His iron frame made climbing easy 
to him, and the strength seemed to most of us unaltered to the last. 
The head seemed unaffected too; always mens sana in corpore sano. 
Though he was always learning, he unlearnt little; his views of 
life were in essentials unchanged; he remained in philosophy 
naturalistic, in economics Ricardian, in ethics a Utilitarian of the 
old school, with the “slogan” of “‘ Greatest Happiness sans 

No. 144.—VoL. XXXVI. xx 











648 THE ECONOMIC JOURNAL [DEC. 


phrase.” 'To the end his early heroes remained on their pedestals. 
The wonderful physical frame saved him from the changes of 
opinion due to physical depression. A broken arm seemed to 
cause no breach in good spirits. ‘‘ Unable to write autographi- 
cally,” he used the typewriter—till he was well again (1908). 
Though (I think) he never abjured his philosophy, he ex- 
pressed no regret for the abandonment of philosophical studies. 
On the other hand, like Sidgwick he may have cherished in his 
heart the wish some time or other to write “ real literature,’ for 
which he might well be said to have hereditary aptitude. He 
had a gift of expression not given by any system of education 
and not imitable or easily parodied, working slowly and surely 
rather than fluently. But he never “let himself go.” He 
was content to enjoy literature, without contributing to it 
(so far as I know) even the conventional Latin verses of the 
‘sixties at Oxford. He never read so exclusively in his own 
subject that he had not time for excursions into Dante and 
Aischylus, Milton or Gibbon, and into lighter literature. He 
appreciated Edward Caird’s comment on a philosophical colleague 
who so filled every waking hour with philosophy that he read every 
book on it to the last German pamphlet. ‘‘ Most of us,” said 
Caird, “‘ after a hard day’s work are glad to escape into literature.” 
In Edgeworth’s case the ancestral bent could not be concealed. 
This on the cutting down of drafts is from an early letter: ‘ On 
trying the method of scission I found that now as in Solomon’s 
time, there was the strongest objection to that process in the 
parental mind.” So in his latest writings, e.g. on Pareto in the 
new edition of Palgrave’s Dictionary (1926, III. p. 711): “ The 
mathematical appendix is a gem which, unlike the gold upon the 
statue of Athene on the Acropolis, cannot be separated from the 
splendid object which it decorates.’’ Even better in an early 
article on Bohm in the Academy (May 4, 1889) : “‘ Very instructive 
is his conception of the National Subsistence Fund; a mass of 
commodity of which one part only is ready for immediate con- 
sumption, the other portions are destined for the fruition of 
future years. It is like the garden of the Phzacians where pear 
followed on pear and fig on fig in successive stages of maturity.” 
Here we have an ornament turned into an argument, without 
shocking us. Edgeworth would have regarded Antony’s rejoin- 
der to Cleopatra (Antony and Cleopatra, I. i.) as a good point 
worthy to be met against his own position (see Economic 
JOURNAL, September 1926, p. 464): “If it be love indeed, tell 
me how much,” says Cleopatra, and Antony answers: “ There’s 
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beggary in the love that can be reckoned.” It was curious in 
this connection to find him maintaining (not once or twice) that 
Pope’s Homer was often superior to the original. I associate 
several parts of Hampstead Heath with this contention. 

He included Experiments among his relaxations there. Soon 
after first acquaintanceship I was made victim of two of these. 
“Guess my height; I'll throw back my coat and give you every 
advantage’; then the record went down, to be compared with 
other guesses, say of Sully or Keary. ‘“‘ How many five-pound 
notes weigh a sovereign?’ The right answer is six, and the 
wrong answers (he said with a chuckle) ranged from ten to a 
thousand! When I rejoined him after the War, he was inquiring 
into Wasps and their movements in and out of a mound at the 
Golf ground. The fruits of this investigation (in which I was 
allowed to help) went, 1 believe, to Professor Karl Pearson; and 
the record is printed in Gini’s Metron, July 1920. For a wonder 
there were no casualties on the side of the inquirers. The object 
was: ‘‘ To determine the average duration of an expedition made 
by bee or wasp, the time which elapses between the moment when 
she issues from the hive or nest and the moment when she returns 
thereunto. Lubbock attacked the problem directly by marking 
individual insects. I have employed the logic of statistics to 
obtain an inferential result ” (Metron, I.i., 1920, ‘‘ Entomological 
Statistics ’’). It is curious to remember that one of his favourite 
passages in Dante referred to insects, and he showed no dislike of 
the mystical setting of it : 

«“Non v’ accorgete voi, che noi siam’ vermi 
Nati a formar l’angelica farfalla, 


Che vola alla giustizia senza schermi?” 
Purg. X. 124-6. 


He would dwell on the exact force of every word, with the 
thoroughness of a scholar. In the same spirit he said on one 
occasion : “I have been trying to ‘ get up ’ Gibbon as we used to 
‘get up ’ Herodotus and Thucydides for Greats.” 

He collected his friends’ opinions on the subject of matrimony 
and told me he was disappointed: ‘‘ They were all so happily 
married.”’ But here as usual he had formed his own opinion 
first, not to be much modified by any answers to his inquiries. 
The experiments, so far as I know, were not extended by him, 
as they were by Sidgwick, into Psychical Research. He greatly 
enjoyed Palgrave’s story (1890) that Sidgwick had a familiar spirit 
called Pokey. Partly, I think, from his stronger sense of humour, 
Sidgwick came near to rivalling Marshall for first place in 
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Edgeworth’s admiration ; but on the whole Marshall was the great 
Apollo, oracle, or highest authority, if our friend could be said to 
have such. ‘‘ Marshall was at the Council to-day; it was as if 
Achilles had come back.” But for Marshall, he would have 
found it hard to part from Jevons on the ultimate basis of value. 
When Marshall seemed to be somewhat sorely pressed in the 
controversy with Cunningham (Economic JournatL, Vol. II. 
1892, pp. 490, 519), Edgeworth, then sole editor, decided : ‘‘ Sat 
prata bibére,” and the disputants finished their fight elsewhere. 

Where his estimate of an author was low, he preferred not to 
touch him at all; and, if the notice could not be avoided, he used 
banter for acrimony. If humour is sarcasm without the sting, he 
showed plenty of humour on such occasions. 

No one was, in another sense of the word humour, more good- 
humoured than he and farther from the “‘ gruffness fatal to friend- 
ship ’’; one of his own favourite quotations from Aristotle (Ethics, 
VIII. (5)). A solitary contributor, in this ingenious beyond all 
other men, succeeded in quarrelling with Edgeworth, who ‘“ had 
been rude’ to him. The complainant got a patient hearing from 
an incredulous Council. We knew our friend to be capable of 
mistakes like other men, but to be entirely incapable of intentional 
discourtesy. It was against his nature to inflict an insult, and 
against his habits to be conscious of receiving one. His “‘ pre- 
occupation ”’ or abstractedness carried him far. On one occasion 
during an air raid, he discussed philosophy with a famous living 
professor of it, by Jack Straw’s Castle, where the anti-aircraft gun 
was doing its best to defeat the enemy and deafen West London. 

It seemed to strangers a nearer approach to a fault that he 
loved to hold the balances and elude a positive answer. Some 
even found it out of character for him to come down as he did in 
1903 on the side of Free Trade. In general politics he was not 
really neutral, he was Philosophical Radical even to Woman’s 
Suffrage. On the other hand, he believed in the principle set 
down in his article on Pantaleoni: ‘ His attack on the Socialist 
Jaurés, who is accused of traitorous correspondence with his 
country’s enemies, reveals or at least suggests the presence of an 
element not favourable to economic science, some heat of political 
passion”’ (new Dict. of Political Economy, 1926, Vol. III. p. 710). 
He kept his enthusiasm well in hand; but it was there in plenty, 
and was not confined, as an old friend once alleged, to the theory 
of Probability. No doubt that was an element in which he moved 
with a keen pleasure, shared only by elect mathematicians and 
denied to the dyewpérpntos (Math. Psychics, p.3). He applied the 
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theory playfully when we were caught in a thunderstorm and 
took shelter (in face of folk-lore) under a tree: ‘“‘ I know from the 
theory of probabilities it is unlikely we shall be struck, and I know 
from experience that if we stand out there it is quite certain we 
shall be wet and have a cold.” Another playful application 
was: ‘‘ Other things being equal the most unpleasant event is 
the most probable.” 

He was provokingly modest; and deferred to many as being 
far above him—not only to Marshall and Sidgwick, but to Giffen 
and Goschen, Mrs. Bryant and Mrs. Webb. To such he would 
always editorially give a wider latitude than to “‘ Sir Toby and 
the lighter people’: ‘‘ It is with literary as with ordinary justice 
according to the old adage. One man may with impunity try to 
remove what seemed a secure possession of science, while another 
cannot safely look over the hedges and boundaries which received 
opinion fixes’ (Journal of Education, April 1, 1890, review of 
Mummery and Hobson on the Physiology of Industry). On the 
other hand: ‘“ We hold [here is his reservation] that for the 
mastery of a speculative and controversial science a certain 
multiplication of authorities is desirable. The fatal tendency of 
teachers to inculcate, and pupils to learn by rote, the very phrases 
and metaphors of a favourite author can only be corrected by 
dividing the allegiance of those who, like the Romans of old, 
‘rush to slavery.’ As Gibbon says [Chap. LX VI. towards end] of 
the dispute between Platonists and Aristotelians which followed 
the revival of learning, ‘ some spark of freedom might be produced 
by the collision of adverse servitude’ ” (Journal of Education, 
April 1, 1890, review of Andrews’ Institutes). He had a proper 
respect for the great newspapers; ‘‘ like the higher birds of prey 
they: will not touch anything in the least degree stale,’’ was his 
warning at an early Council meeting. 

His dearest friends will not deny that he often over-estimated 
the power of the ordinary economist, still more of the mere 
ordinary reader, to follow him. His remarks on Walras might not 
unfairly be applied to himself, and I suspect he wrote them down 
with his own weakness in mind: “The argument is rendered 
obscure, or at least unattractive, by the use of symbols in excess 
of the modest requirements of elementary mathematical reasoning. 
The exuberance of algebraic foliage rather than the fruit of 
economic truth is the outcome of science thus cultivated. It is 
remarkable that the neatness which characterises Prof. Walras’s 
literary style should not be reflected in his mathematical com- 
positions.” ‘‘ His scheme of dosing the circulation by a nicely 
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calculated injection of supplementary currency reminds us of the 
tailors in Swift’s Laputa, who went through laborious mathe- 
matical computations in order to determine the measurements of 
a suit of clothes, which after all fitted very ill. When Professor 
Walras offers us ‘the solution of the Anglo-Indian monetary 
problem,’ we think of Fluellen in the heat of battle discoursing 
about the ‘ discipline of the wars.’ There is a discipline adapted 
to the scholars and which it is profitable to have studied, but 
which has no direct bearing upon action ”’ (Nature, September 5, 
1889, ‘‘Walras and the Mathematical Theory of Political 
Economy ”’’). 

If we were able to rid ourselves of a weakness by being 
conscious of it, the literary and even the economic world would be 
different from the present. As it is, every man has the defects of 
his qualities, or, Edgeworth would have preferred to say, every 
man has his personal equation; and he must take himself as he is 
for better or worse. I have known our friend smile at the smile 
excited in an audience when he proposed to clear up an argument 
by a diagram on the blackboard. He went calmly on his way and 
let people talk. He made up his own mind whenever the matter 
was within his own ken. Where the matter was out of his 
province, his humility was profound. He was fonder too of 
maintaining his argument than of converting others to his own 
conclusions. Yet it sometimes occurred to him to care for a 
friend’s soul. He wasted a copy of Walras on me, and withheld a 
book of D’Annunzio when he had praised it and I wanted to 
borrow it: ‘‘ Not the sort of book you ought to read!” a reply 
which caused much good-natured merriment in my house, where 
few visitors were so beloved as he. He said there once to the lady 
of the house: “‘It has been found that there are more male 
idiots born than female; now you would not have expected that, 
would you?” Then he saw what he had said, and joined heartily 
in the laugh. 

No one has described more fully and faithfully than he the 
economic position of women (e.g. in this JouRNAL, December 
1922, December 1923), and he favoured all their claims. But 
this did not prevent sly hits, of acontrary character. ‘‘ Never ask 
a woman the way if you can find a man,” was thrown out in a 
Yorkshire walk. Not once or twice he cited without displeasure, 
‘He for God only, she for God in him,” ‘‘ Her husband the 
relater she preferred Before the angel.” He much enjoyed the 
“‘ queer answer ”’ given to him by a lady candidate at the College 
of Preceptors: “‘ What are the objections to a paper currency ? ” 











a ee 


~~ 











1926] PRACTICAL IMPLICATIONS OF CONTROL OF CREDIT 653 


Answer : “ It crumples so and dirties; it rustles so.”’ This dates, 
however, from 1890, the dark ages. 

He bowed before the Arts and made it a duty to take his 
friends to the yearly exhibitions of the Royal Academy. Music 
appealed to him little, and the Church not much more. He was 
not an anima naturaliter Christiana, unless in the sense in which 
“ Christianity ” is ‘‘ as old as the Creation.”” He said once of a 
common friend, removed even more suddenly than himself, that 
he realised Aristotle’s notion (Hthics, X.) of the Bios Pewpytixds, 
the life devoted to study. As a matter of fact, Edgeworth 
realised it himself, fulfilling his destiny by putting forth his 
best powers, without hindrance of circumstances. The conse- 
quent peace of mind was a greater reward to him than his wide 
reputation and honours. He recognised with deep gratitude the 
devotion of his friends; but he never, I think, fully knew the 
influence exerted by the attractiveness of his character beyond 
that circle. His originality was sometimes set down as eccentri- 
city; but that suggests waywardness, which he had not, in what 
to him were the main purposes of life. His personality was 
of a type of its own, unlike any we had ever known or shall know 


elsewhere. 
JAMES BONAR 





Some PractTicAL IMPLICATIONS OF CONTROL OF CREDIT 


In the following article it is proposed to discuss some practical 
implications of credit control schemes in general; not to con- 
sider the merits and demerits of any particular proposal. The 
reasoning is founded on a study of the existing organisation of 
business and banking. 

1. Since many schemes for control depend on manipulation 
of the bank rate, it is desirable to discuss some of the reactions 
of bank rate movements on joint-stock banking. 

When, for example, bank rate is low, deposit rates are low. 
Low deposit rates discourage the keeping of balances at joint- 
stock banks, and this tends to reduce or completely offset that 
growth of deposits which has been a definite regular feature of 
English banking history, particularly since 1844. This affects 
the growth of either the volume of bank investments, or bills 
discounted, or advances.!_ Which of these, and to what extent, 
depends on the precise policy that was being pursued prior to the 


1 Bills discounted are usually included under advances. 
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fall in bank rate: since it is an unwritten convention of joint- 
stock banking practice that the total of advances should bear a 
certain more or less well-defined ratio to deposit totals and cash 
reserves. If, as is likely with a higher bank rate, the limit of 
this ratio has been reached, obviously the growth of further 
advancing is retarded or completely prohibited. Only assuming 
that the limit of the ratio had not been attained could advances 
be extended, and even so the range of extensibility is likely to 
be small, since it is only by adhering to the maximum percentage 
of advancing that banks can achieve the greatly desired end of 
maintaining previous profits. In the circumstances it is much 
more likely that the greater proportion of the possible increase 
would go to enlarge discounts or investments. The effect of 
doing this would be to subtract from that direct support to 
industry and trade which is preponderantly given by direct 
advances. 

The necessary assumption of this and following sections is 
that the changed rate endures sufficiently long to allow of these 
effects being worked out. 

2. It is generally assumed that a lowered bank rate, by 
reducing the rate of interest which joint-stock banks have to 
pay for their deposits, will part passu enable them to reduce their 
interest charge for advances, with the logical effect that borrow- 
ing will be stimulated. In principle this is true. But it is the 
custom of bankers to charge 1 per cent. over bank rate for 
advances, with a minimum charge of 5 per cent. When, con- 
sequently (for example), bank rate falls from 4 per cent. to 3 per 
cent. or lower, the principle does not operate; and thus it cannot 
be argued that the extra demand for advarces will arise. In 
view of the fact that bank rate is often (in normal times) under 
4 per cent., this consideration is of some importance. It may 
be pointed out further that additional borrowing in the capital 
market in place of the presumed extended borrowing from the 
banks is unlikely, mainly because this is a form of permanent, 
and is therefore on a different basis to temporary borrowing. 

3. To take now the case of a raised bank rate. Again (on 
the same basis of reasoning as was mentioned in Section 2), it 
is generally argued that this acts as a deterrent to the obtaining 
of advances from banks. And again the principle is sound. 
But, owing to the differences between the system of advancing 
which obtains in London as contrasted with provincial banking, 
provincial traders are charged a “commission” on cheques 
drawn in addition to ordinary interest charges (or allowances). 
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And most sizable accounts are conducted on either a “ sliding ”’ 
or “‘ contract ’’ commission basis. In the latter, this means that 
the charge is fixed; in the former, that the charge is decreased 
—sometimes by half—after a certain turnover is reached. More 
cheques, and for larger amounts, are drawn in times of business 
activity (which normally coincide with high interest rates) than 
in times of depression (which normally coincide with low interest 
rates). Therefore the effect of either of the above practices is 
to reduce traders’ burdens in the matter of banking charges, 
when, from the view-point of credit control, they should desirably 
be increased; and vice versa. Since commission charges are 
appreciable this modifying fact is of some importance. And 
further, the London system acts in the same direction; for the 
whole amount of advances sanctioned by the banks is normally 
charged with full interest, whether it is utilised completely or 
partly. Clearly the burden of expense is lessened in times of 
activity and increased in times of depression. 

4, Special cases of low and high bank rates apart, attention 
may now be called to the fact that joint-stock banking profits 
are greater in times of high than in times of low interest rates. 
There are many causes of this. But one significant reason is 
that, after bank rate reaches a certain high point, deposit rates 
are not actually raised so as to allow the customary 2 per cent. 
margin. Nominally they should be so raised. But, for example, 
provincial banking in 1920 showed that when bank rate was 
7 per cent., deposit rates were rarely increased beyond 4 or 4} 
per cent. This practice may be the outcome of the observation 
of principles which have long underlain provincial banking 
practice—principles which still operate more strongly than may 
be believed. But whatever the explanation, it is clear that the 
total of deposits was thereby restricted, and this must have 
affected the possible volume of advances. 

5. In the preceding sections it has been assumed (as is, in 
fact, generally assumed in schemes for credit control) that 
borrowing from banks, either as a temporary or comparatively 
permanent measure, is a universal practice in the business world. 
But prolonged study of a number of companies’ balance sheets 
shows that there is a growing tendency for the larger and more 
progressive companies to leave surplus assets and reserves in the 
business instead of disbursing them. And there is evidence that 
many of the more important private concerns act similarly. 
These are normally invested until the time comes when extra 
floating capital is required. It is reasonable to assume that with 
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the constant manifest tendency for individual business units to 
increase in size, this practice is increasing. Obviously this 
lessens the powerfulness of the direct effects of high or low bank 
rates, and invalidates the assumption that such direct effects are 
all-embracing. But are these offset, partially, if not entirely, 
by indirect efiects ? 
6. The main indirect effects may be classed as— 
(a) those working through psychology ; 
(b) those working through rationing of bank advances. 


On (a) great stress has been laid by exponents of monetary 
correctives of the trade cycle. It is assumed, for instance, that 
when bank rate is raised to a high level, business expansion 
receives an effective check, partly because the cost of borrowing 
becomes prohibitory, but chiefly because confidence in the 
existing and future price levels is dissipated. Undoubtedly this 
is true in respect of the money market and other highly organised 
and therefore highly sensitive markets. Certainly, however, less 
highly organised markets do not feel the shock equally. But, 
more important, resulting from the argument of the preceding 
section, many firms are unaffected by the change. It cannot, 
therefore, be expected that even psychological influences will 
spread with equal intensity to them. Hence not all kinds of 
production receive the same degree of discouragement; and this 
uneven result is augmented or diminished according to the 
sensitiveness or insensitiveness to price changes of the markets 
in which goods are finally sold, as well as by the relative state 
of different markets (e.g. cf. commodity markets such as rubber, 
cotton, and iron and steel, which are influenced by factors special 
to each as well as by general factors). 

As for (b), much depends on whether, first, all banks are 
working at or near the same percentage limits of advances to 
liabilities, and therefore, second, whether all banks are uniform 
in their methods of rationing advances. In view of the fact that 
not all the joint-stock banks are at all equally represented in 
the different types of commercial area, it is unlikely that either 
of these conditions is realised. But even were this so, it is futile 
to assume that any rationing of advances done by the banks can 
be without effect on the distribution of loaning, particularly 
because bankers do not so much concentrate on proportionally 
reducing existing advances as on refusing, or greatly curtailing, 
applications for new advances. 


1 Cf., for instance, the special type of area in which the four large Lancashire 
banks function, with the more or less general area of the ‘‘ Big Five.” 
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For these reasons it is not to be expected that the indirect 
effects of manipulation of bank rate will offset the direct effects. 

7. Though another and final consideration is perhaps of 
greater historical interest than of actual present-day significance, 
it should not be overlooked that the English banking system has 
of late years been undergoing considerable basic changes in 
structure. For example, in the matter of numbers, it may be 
pointed out that there were thirty-eight banks in 1914; now 
there are twelve. The reduction of numbers has had its inevit- 
able counterpart in growth of size and in the upspringing of a 
violent competition between the leaders. One effect of the 
growth of size has been to create organisations which possibly 
are uneconomically large, since the ratio of profits to expenses 
has decreased, and percentage profits have been reduced. The 
effect of this, coupled with the violent competition, has been 
to increase the margin between deposit and lending rates from 
1} per cent. to 2 per cent. (in 1921). This cannot be without 
effect on deposit growth. Because of the deflationist policy of 
the last few years it is difficult to disentangle from published 
figures what has been the precise effect, but undoubtedly the 
reaction on the policy of credit control has been to some extent 
neutralised by the increased tendency to raise the conventional 
maximum proportioning of advances to deposits, and to assign 
less importance to the prescriptive relation between deposits and 
reserves. It is possible, if not probable, that the present phase 
of virtually unrestricted competition will in future be replaced 
by some less violent manner of working. And this cannot be 
without some reflex effects on the policy of credit control. 

J. SYKES 





Crepit Issues AND Price LEVEL 


Proressor Picov has contributed an article to the Economic 
JOURNAL in which he endeavours to expound certain conclusions 
arrived at by Mr. D. H. Robertson in his recent book, but the 
subject seems to me far from clear, even yet. The problem dealt 
with is that of expressing the mechanism of inflation and deter- 
mining the extent of the levy which the money-issuing authority 
can extract from the public by means of inflation. It is agreed 
that the final effect on prices is in accordance with the usual 
theory, viz. a rise in proportion to the total stock of money; the 
response of prices is not necessarily immediate, and the authors 


1 Vide my Amalgamation Movement in English Banking, 1825-1924. 
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try to find what happens on the basis of certain assumptions 
as to the rapidity of response. They, however, make their 
assumptions very arbitrary, and treat them by a discontinuous 
mathematics which seem to me not only inelegant, but misleading.! 
The assumptions are as follows: that as soon as inflation starts, 
prices rise to the level that would be due to inflation continued 
for the ‘‘ period of circulation of money,” remain constant during 
that period, then jump again at the beginning of the second 
period, and so on. Merely to state these assumptions clearly 
casts discredit on them, especially as the period of circulation 
has no concrete existence; an appeal to arithmetic makes them 
even more dubious. If the argument as applied to one month 
(Economic JourRNAL, Vol. XXXVI, p. 219) is true, why not to 
one day? but that would mean (taking the illustration given, 
which corresponds roughly to English conditions) that if the 
English banks one day issued £666,666 of new credit, prices 
would at once rise by 8} per cent. Are the authors seriously 
prepared to defend this result ? 

It is surely not necessary to make such violent assumptions 
in order to deal with the problem. As regards the amount of 
the levy, the solution I gave some years ago (ECONOMIC JOURNAL, 
Vol. XXXII, p. 557) is based on the hypothesis of immediate 
response, but is more general than Robertson’s in that it covers 
the cases where elasticity of demand for money is not unity; 
and it is arrived at by the ordinary continuous reasoning of the 
integral calculus. It could be widened to include the case of 
delayed response, at the expense of making the mathematics 
more complicated ; but it is hardly worth while to do so, because, 
as Pigou shows (and this is a valuable addition to knowledge), 
the rate of response only makes a few per cent. difference to the 
amount of the levy. 

What is more interesting is to find out the attitude of the 
public towards inflation. The most illuminating information I 
have come across is that given by Katzenellenbaum.2 There are 
two different psychological points involved : (1) Do the recipients 
of newly created money treat it differently from the way the 
public treats money already existing? (2) Does the public modify 
its attitude towards money when inflation occurs? The answer 
to the latter question can be put conveniently in terms of the 
elasticity of demand for money (e). Normally e = 1, but history 


1 The two theorems of p. 218 are, I think, consequences of the mathematical 
method used, not of the economic facts. 

* Katzenellenbaum, 8. 8., Russian Currency and Banking (London: King. 
1924). 
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seems to indicate that at the beginning of inflation the public 
accepts the new money with complacency, assuming it to be of 
the same value as the old; hence the total real value of the cur- 
rency increases and e>1. Later on there is the “ flight from 
money ”’ expressed by e < 1. 

As regards point (1), if the creation of new money is only a 
moderate increase in loans for productive purposes, it seems reason- 
able to assume that enterprisers treat it just as they do their 
existing stocks, eg., a manufacturer, having secured a large 
contract, arranges for an overdraft, and spends it in much the 
same way as if he had a credit balance. It is true that the money, 
being in the hands of business men, will probably have a velocity 
of circulation above the average for money as a whole, and so its 
effect on the level of prices will be above the average. This 
is in general accord with Robertson’s assumption as to the influence 
of the first new issue; it involves the deduction that the levy 
extracted by the bank is somewhat less than will occur if e = 1, 
but it is hardly possible to make a quantitative estimate. On 
the other hand, if the new issue is by the Government on account 
of budgetary deficit, and is only the beginning of an inflation, 
the effect (according to Katzenellenbaum) is the reverse. 

We may, if we choose, analyse the effect of the new money 
into two parts: (1) static, due to the fact that the stock has been 
increased (without restriction to the case of e being unity); 
(2) dynamic, or an effect of the impact of new money, or of the 
addition to the daily stream. The static effect is dealt with by 
my formula; the dynamic effect would modify that formula to a 
small but unknown extent. Inquiry might be directed to finding 
out what this dynamic effect amounts to. 

The last theorem of Robertson’s discussed by Pigou is of 
considerable practical importance, and appears to be sound. I 
concur in the hope that Mr. Robertson will discuss it in more 
detail, and trust that he, will not regard the above criticisms as 
any disparagement of his highly original analysis of saving. 

R. A. LEHFELDT 
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Report of Royal Commission on Indian Currency and Finance. 
(Cmd. 2687.) 
THE currency system developed in India after 1899 was a 


gold exchange standard, under Government control, based on a 
ls. 4d. rupee. It worked effectively until well into the war period, 
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but was finally broken down by the rising price of silver, and a 
premature effort to restore it in 1920 with a new parity of 2s. 
(gold), as recommended by the Babington Smith Committee, failed. 
Since then the rupee has been a managed currency bearing no 
fixed relation to gold. By August 1925, the date of the recent 
Commission’s appointment, Great Britain had returned to the 
gold standard, and in India the Government, by correcting their 
disordered finances and by skilful monetary management, had 
brought the rupee to comparative steadiness at the rate of 1s. 6d., 
and the adjustment of internal prices to that level seemed well 
advanced. Thus the moment was apparently ripe for stabilisa- 
tion and new constructive work on the entire system. There is 
an obvious parallelism between the task of this Commission and 
that of the Fowler Committee appointed after a like interval of 
external inconvertibility. 

The pre-war system established the practicability of a gold 
exchange standard; kept exchange steady; built up a large 
reserve of gold and gold securities; and was associated latterly 
with an amazing development of the use of notes. In the end, 
too, the same school of finance achieved the often attempted 
unification of the Presidency Banks by constituting from these 
institutions the Imperial Bank of India in January 1921. The 
system was an indispensable link between the old silver standard 
and an unqualified gold or gold exchange standard. It was not 
itself a full exchange standard because, starting under untried 
conditions and without gold reserves or assistance from a central- 
ised banking system, the Government were unable to undertake 
an unqualified obligation to support exchange. But the procedure 
eventually elaborated was, in fact, effective and won public con- 
fidence. The exclusion of the banking element remained to the 
last. The Chamberlain Commission, stimulated by Mr. Keynes, 
had recommended early investigation of the question of a Central 
Bank, but action was indefinitely delayed by the outbreak of war 
a few months later. 

After the war and the currency breakdown in 1920, the 
monetary system in India became a political issue. Educated 
Indians, still faithful to the teaching of the Fowler Committee, saw 
in a gold standard with a gold currency an ideal and wholly 
automatic system, which would reduce control from Simla and 
Whitehall to a merely mechanical function, and generally enhance 
India’s international status. These aims acquired unexpected 
support and prestige when it became known last year that the 
Finance Member, Sir Basil Blackett, aided by his staff, had formu- 
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lated a responsible scheme for the introduction of a gold standard 
and a gold currency and was prepared to justify it on monetary 
and economic grounds. 

The Commission recommend stabilisation at ls. 6d. (gold), 
the rate already virtually established. They reject the gold 
currency scheme, as they were bound to do in view of its certain 
reactions on silver and apprehended effect on gold. But they 
have consistently endeavoured; to approach their problem from 
the Indian standpoint. Indian opinion with its “ Victorian” 
views as to gold currencies—I am using Sir Basil Blackett’s term. 
Sir Basil Blackett himself with quite individual views which he 
presented in evidence with much force and ability, and the 
Commission, who reject the idea of a gold currency altogether, 
find common ground in the formula that any new system must be 
one which commands public confidence in India. This is the key- 
note of the Report considered as a piece of exegesis, and inspires 
one of the most important of the substantive proposals. I refer 
to the suggested issues of gold in India. As regards the main 
scheme the dominant motives are definitely monetary. They 
are: first, to build India’s currency system on an independent 
gold basis; and, secondly, to stabilise the system and economise 
the use of gold by the perfecting of the correcting mechanism. 
The Commission propose the institution of a true Central Bank, 
with complete control of currency and credit; administering the 
note issue; transacting all the monetary business of the Govern- 
ment, including remittance; and holding the Government 
balances and the banking reserves of all banks operating in India. 
The currency will be rendered elastic by the adoption of the pro- 
portional reserve system. The reserve as finally constituted will 
include not less than 40 per cent. gold and gold securities (gold 
25 per cent., half in India) and in normal practice 50 to 60 per 
cent.; and not more than 10 per cent. rupee coin and 25 per cent. 
Government of India rupee securities. A margin is thus left for 
the holding of commercial bills. The paucity of such bills in India 
constitutes a serious obstacle to the activity of a Central Bank— 
much important evidence was submitted on this point—but the 
Commission anticipate that the use of bills will rapidly extend 
once the bank is launched. Exchange is to be maintained and a 
true standard on a gold basis to be finally established by the 
imposition on the Bank of standing obligations (a) to buy gold 
without limit in India at par, and (b) to sell gold without limit 
for delivery in London at lower gold point, such gold transactions 
to be in 400 oz. bars as in the case of the Bank of England. A 
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third obligation—to sell gold in India on special terms—has no 
practical bearing on the foreign exchange arrangements, though 
presented in association with them. It will be noticed later. 

The transition to an unconditional gold or gold exchange 
standard under some form of banking control is a step for which 
India is ready and a recommendation in that sense was to be 
expected. The distinctive features of the Commission’s pro- 
posals, so far as I have outlined them, are, (a) the large gold 
holding and (b) the Central Banking proposals. On present figures 
a 25 per cent. gold holding would mean some £45 millions. The 
gold now held is about £224 millions with about £60 millions of 
sterling securities behind. Thus India will pay rather heavily 
for sharing the burden of the world’s gold standard system. 
I think personally that the Commission’s decision that India’s gold 
holding should be really substantial is right. But the Report 
fails, perhaps, to supply an adequate statement of the good case 
which could be put up on the other side, i.e. for an exchange 
standard on the lines of the Genoa Conference resolutions. 

The Commission’s most individual and valuable contribution 
to India’s monetary problems is their authoritative advocacy of 
a Central Bank. The idea, of course, in one form or another, 
isnotanewone. Mr. Keynes anticipated the present Commission 
and Mr. E. A. Hambro in 1899 anticipated Mr. Keynes. But no 
previous Commission, acting as a whole, have had the courage 
and conviction to throw their whole weight into this project; or 
have systematically correlated the often discussed question of the 
function of gold in India with the little regarded but vitally 
relevant questions of credit control and the correcting mechanism 
generally. The Commission’s constant disparagement of the 
pre-war system is a little grating and wanting perhaps in the 
historic sense. But I think that in emphasising the need for better 
correcting mechanism and for unitary control of currency and credit 
they have put their finger on a cardinal defect in that system 
and one not to be remedied save by organic change For that 
reason, on the monetary side, and sooner or later on political 
grounds, once India had started on the road to self-government 
and the party system, it was inevitable that the direct manage- 
ment of the currency should be taken out of Government hands. 
The practical difficulties in launching the new bank will be formid- 
able and it is by no means certain that it will function very 
effectively at the outset. But I am persuaded that the Com- 
mission are right in insisting upon a start being made, and also 
in preferring a new agency to the Imperial Bank of India. 
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A by-product of the Commission’s work will be its educative 
influence. Their report will take the place in India of the Fowler 
Committee’s report as the locus classicus for monetary doctrine, 
and it may be expected that the new ideal of a Central Bank and 
resolute credit control will do much to displace the old attach- 
ment to a gold currency and the conception of automatic action. 

Much interest attaches to the Commission’s attempt to deal 
specifically with the question of internal stability and the problem 
offered by the silver rupee. Like Sir Basil Blackett, the Com- 
mission desire in some sense to “‘ dethrone ”’ the rupee, but without 
employing drastic measures and without looking forward to the 
withdrawal of its full legal tender quality. They seem to have 
satisfied themselves that the rupee is not fully trusted by the 
Indian public; and they challenge the practice of backing the 
paper note by another note “printed on silver.” The rupee is 
costly and also inconvenient on technical grounds; and its pre- 
dominance leaves the standard permanently exposed to the 
menace, however remote, of soaring silver prices. It may be 
agreed, perhaps, without pausing to discuss these points, that 
the limitation of the use of the rupee to small change trans- 
actions is an eminently desirable objective. But is it attainable ? 

The Commission propose to make the coined rupee and the 
new paper currency, which will be a bank issue replacing the 
present Government notes, convertible in bulk into bars of 400 oz. 
fine gold (value about £1700), and propose variable and deterrent 
rates for these internal sales of gold which will normally make it 
cheaper for the bullion dealer to obtain his gold by direct impor- 
tation rather than from the Bank. This is the special feature of 
the Commission’s ‘gold bullion standard,” which in their view 
(Report, para. 60) constitutes it “an absolute gold standard,” 
and they claim for the system (para. 61) that it is “simple and 
certain” and that it provides a right of convertibility that is 
“* intelligible to the uninstructed ”’ and a gold basis for the rupee 
that is ‘‘ conspicuously visible.” Confident in the eventual 
popularity of a note issue so supported, they propose that the new 
issue shall carry no legal right of convertibility into rupees. But 
they contemplate the continuance in practice of facilities for 
“the free exchange of notes for rupees so long as the people 
desire to obtain metallic rupees in exchange for them ”’ (para. 69). 

In my judgment a convertibility so remote and so perplexing 
in definition will in no way interest the general public in India, 
while to the very few—the bankers and larger bullion dealers—- 
whom it might concern it is definitely intended to be unattractive. 

No. 144.—VoL. XXXVI. 7s 
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Sir Basil Blackett alluded in his evidence (Q. 412) to the “ very 
considerable gain in popularity for the note if it had printed on it 
the statement that it was payable in gold.” But he had in mind 
a gold currency with every note of perhaps Rs. 20 or upwards 
individually convertible into a fixed amount of legal tender gold 
coin. Such aright of convertibility would undoubtedly be simple, 
intelligible and conspicuous in daily experience. But these claims 
are not applicable to the complicated alternative which the 
Commission offer. 

The further displacement of the coined rupee must, I believe, 
be left to time, assisted by a consistent policy, which the Central 
Bank can do much to enforce, of using all legitimate means to 
popularise the note. Meanwhile, it is premature and, I suggest, 
incorrect in principle to delete from the statute book the legal con- 
vertibility of the note issue into rupees. Free interchangeability 
is required to maintain the two forms of legal tender at an identical 
value, and the obligation to convert should be absolute and 
statutory. 

Any extensive displacement of the rupee means that a large 
portion of the immense amounts now in circulation and hoards 
must eventually return to the issuing authority. The Commis- 
sion have not really faced this aspect of their policy. They 
propose measures to protect the infant bank from being per- 
manently encumbered with surplus rupees, and for the rest 
throw the responsibility on the Government, who are to finance 
the withdrawal of rupees with only fractional assistance from 
existing assets. They will thus be forced into obtaining funds 
either by sales of rupee silver without regard to the state of the 
silver market or by borrowing for this single monetary purpose 
without reference to the possible adequacy of India’s monetary 
resources as a whole. The disposal of surplus rupees is likely to 
cause grave embarrassment in the best of circumstances, as 
already a sum of over 100 crores lies in reserve, much of it, it 
may be, finally redundant. 

I have necessarily confined my survey to the broader features 
of the Commission’s plan. Their work is original and distinctive 
all through. The banking proposals and the whole treatment of 
the question of currency and credit control seem to me quite 
admirable. The gold standard under Central Banking administra- 
tion, even without the extraneous feature of gold issues for internal 
use, would be complete as a monetary system, and when fully 
understood would, I believe, have gone far to satisfy the remoter 
aims which underlie India’s intense interest in her currency system. 
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Where the Commission have, I think, failed to some extent is in 
the effort to compete in attractiveness with the gold currency 
scheme which they have rejected. No competition is possible. 
Their special proposals for dealing with the internal problem do 
little to advance its solution and entail a heavy sacrifice of 
simplicity. But whether these are abandoned or maintained I 
feel the utmost confidence as to the far-reaching advantages which 
India will derive from the Hilton Young Commission’s work. 
J. B. BRUNYATE 





Report of the Indian Taxation Inquiry Committee, 1924-5. (Govern- 
ment of India, Central Publication Branch, Calcutta. Pp. 
447. Price 3s. 3d.) 


UnpER the extremely able guidance of Sir Basil Blackett, the 
Finance Member of the Government of India, attempts have been 
made of late in various directions to put the financial adminis- 
tration of India on a sound basis. The institution of a scientific 
inquiry into the tax-system of the country has been one of such 
attempts. The main terms of reference to the committee were : 
(1) ‘‘ to examine the manner in which the burden of taxation is 
distributed at present between the different classes of the 
population ’’; (2) “to consider whether the whole scheme of 
taxation—Central, Provincial and Local—is equitable and in 
accordance with economic principles, and if not, in what respects 
it is defective,’ and (3) “‘ to report on the suitability of alternative 
sources of taxation.” 

With a view to leaving no room for any suspicion that the 
Government was appointing the Committee for increasing the 
tax-burden on the people, it was clearly stated in the Resolution 
that there was no intention to impose any additional taxation, 
nor indeed was there any need for meeting additional expenditure, 
but that the only object of Government was to know how the 
existing burden of taxation was distributed and in what directions 
reform might be effected so as to suit the changed economic 
conditions brought about by the war and the recent development 
of self-government in the country. 

The work of the Committee was an enormous one, seeing that 
their terms of reference were very general and they had to 
traverse a wide field. After collecting all previously existing 
material (both official and non-official) that might help their 
inquiry, the Committee issued an elaborate questionnaire and 
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666 THE ECONOMIC JOURNAL [DEC. 


proceeded to examine witnesses all over the country. In spite 
of the refusal of a few politicians here and there, who “ non- 
co-operated ” with the Committee in their task, the Committee 
were able to get the assistance of a very large number of witnesses 
(288 in number), besides receiving numerous notes and memoranda 
on different aspects of their inquiry from various persons. It is, 
however, one of the defects of their work—a rather serious one, 
telling a good deal on the value of their Report—that in a subject 
like taxation, where they were asked to inquire as to whether the 
whole scheme of the Indian system was equitable and in accordance 
with economic principles, the Committee should have felt satisfied 
with the examination of witnesses within the country itself, and 
not considered it necessary or desirable to examine expert 
witnesses abroad, especially in England, and get themselves 
acquainted with the latest developments of economic thought in 
regard to taxation. The result is that the Report of the Com- 
mittee, while containing a reasoned inductive study of all facts and 
statistics laboriously gathered by them, says not a word as to 
what is an equitable system of taxation or what are the principles 
on which it should be based. The Committee have evidently 
had no sympathy with such principles as ‘‘ maximum social 
advantage ” and ‘“‘ minimum social sacrifice”’; and, as would 
seem from Question 29 of the questionnaire they issued, they 
have been from the beginning under the impression that the four 
canons of taxation as enunciated by Adam Smith, and as popularly 
understood, should in any case be accepted as the basis of their 
discussion. 

Judged on the whole, the Report is mainly concerned with 
tax-administration, dealing largely with administrative difficulties 
and administrative expediency, and fortifying itself by frequent 
quotations from and references to prior administrative proceedings 
and reports, and the opinions of experienced officials. From this 
standpoint the Report may be said to have done well. 

With regard to item No. I of their terms of reference, the 
Committee would seem to have made an attempt to examine the 
manner in which the burden of taxation is distributed at present 
among the various classes of the population, but it would appear 
that they have viewed the matter from a wrong perspective. 
Instead of finding out the incomes of the different classes of people 
and seeing which of such classes are getting below the minimum 
or minima of subsistence, and what kinds of taxes impinge on 
the necessaries of life and should be removed, the Committee have 
simply compared the average tax that each class paid before the 
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war with what it pays now; and, proceeding from this stand- 
point, have simply stated that the burden of taxation on the 
urban labourer, on the landless agricultural labourer, and on the 
small urban trader is greater now than before. They have not 
thought it prudent or necessary to discuss the question whether, 
even if the enforcement by positive action, on the part of Govern- 
ment, of a national minithum of subsistence is not practicable 
at present, the time has not yet come for the abolition of all such 
taxation as invades the minimum resources required to keep body 
and soul together. If they had recognised this fact, they would 
have recommended the abolition of the duties on salt, matches, 
kerosene as well as on coarse cotton goods. 

With regard to the taxes which the Committee has recom- 
mended either to be abolished or reduced, and to those which they 
wish either to be newly introduced or, being already in existence, 
to be further extended or enhanced, one general remark has to 
be made, namely, that there is no discussion at all, from the 
economic point of view, about the propriety of the steps recom- 
mended. The Committee throughout their Report are evidently 
guided either by what other Reports, such as the Report of the 
Fiscal Commission, have stated, which they accept without 
argument, or by what has been sanctioned by the practice of 
other countries. 

It is unnecessary to mention here the details of the numerous 
proposals concerning the Central, Provincial and Local taxes, 
which they have made. For a general appreciation of the Report, 
it will be sufficient to note the following: (1) the retention of the 
salt tax, which they have sought to justify on the ground that 
“its burden is extremely small,” though they recognised the fact 
that if relief should be given at all to the poorest classes of the 
population, it could be most easily given by the abolition of the 
salt tax. Instead of recommending the removal of this tax, we 
find them advocating a reduction of the import duty on sugar, 
which in this country is a luxury or comfort consumed mainly by 
the rich and middle classes and not an article “ largely consumed 
by the poorer classes,”’ as the Committee would like to imagine ; 
(2) the abolition of the export duty on hides, which the Committee, 
with the exception of Dr. Paranjpye, would recommend for the 
reason that it has failed in its purpose of assisting the local 
industry; (3) the reduction of the non-judicial stamp duties, 
which they have rightly recognised to be mere fiscal legerdemain 
and ought not to be more than moderately oppressive on the 
population, though in the same breath they suggest the levy of 
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new stamp duties on Stock Exchange transactions; (4) the 
standardisation of land revenue at a percentage of the annual 
value of land, not exceeding 25 per cent., so as to ease, or at any 
rate steady the burden on the land-owners; (5) the conversion of 
the existing super-tax on companies into a Corporation profits 
tax, and the abolition of the exemption limit which at present 
exists; (6) a regrading of the income-tax, and lowering of the 
super-tax limit from Rs.50,000 to Rs.30,000; (7) an increase 
in the excise duty on country-made foreign liquors, and the licence 
fees for fire-arms, and the imposition of new duties on patent 
medicines, aerated waters, and tobacco; (8) the introduction of 
an inheritance tax or succession duty by means of a general 
extention of probate duties, on a graduated scale; (9) the 
imposition of additional export duties on lac and other suitable 
articles of export; and lastly (10) the extension of income 
taxation to agricultural incomes, or at least the inclusion of such 
incomes, for the purpose of determining the rate at which the 
other incomes of assessees should be taxed. 

In connection with the additional and new taxes recom- 
mended by them, the Committee have suggested an order of 
priority for imposing them; though there is no discussion in their 
Report as to why such an order should be adopted. In particular 
it would appear that the Committee, in suggesting the general 
extension of probate duties and an income-tax on agricultural 
incomes—both of which they regard as the most important 
recommendations of their Report, have not had sufficient courage 
to emphasise the justice of these impositions and the necessity for 
their immediate adoption by Government, but would postpone 
them to a late stage in the order of precedence they have given. 

Then, coming to the division of taxes between the Central and 
Provincial Governments, the Committee are barely satisfied with 
administering a dose of administrative advice and confirming in 
general the Meston plan. There is no scientific study or 
appreciation of the fact that the centrifugal system now obtaining 
is largely a creation of the Government, and that India has long 
been treated in the past more as a National State than as a 
Federal one. And there is also no adequate discussion of the 
problem of “ harmonisation ’”’ of Central and Provincial taxes, 
and Provincial and Local taxes, in the light of the experience 
gained by other countries, notably Australia. 

Lastly, with regard to the machinery of taxation, especially of 
the income-tax, the Report of the Committee is very disappointing. 
To make income-tax administration efficient and agreeable, 
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nothing is more essential than the introduction of a popular 
element in the machinery of assessment, in the shape of a Board 
of Reference or other similar body, to whom assessees might be 
given the option of referring their disputes with income-tax 
officers on questions of fact. Without a popular element of some 
kind to intervene, income-tax administration is apt to become a 
fiscal oppression, as is already threatened. 

On the whole, on reading the Report of the Committee the 
general impression left in the mind is that we have in it, as already 
mentioned, more an administrative report on the working of the 
existing Indian system, with as far as possible a defence of it, than 
a scientific inquiry into its equity, economy or efficiency. 

A. RAMAIYA 





THE Reports OF THE SoutH AFRICAN ECONOMIC AND 
Wace Commission (1925) 


In order to convey the full significance of the two Reports of 
the Economic and Wage Commission of 1925 in South Africa it is 
necessary to indicate first of all the extent of recent industrial 
development. The beginnings of railway construction were made 
in 1859, diamond mining was re-organised on a capitalistic basis 
after 1880, gold mining began in earnest in 1886; but the develop- 
ment of manufacturing industry in South Africa dates only from 
the war of 1914-18. It resulted directly from the difficulties 
experienced in obtaining adequate supplies of manufactured 
imports during the war, and its continued existence is due to the 
high prices of 1919-20 and the more recent adoption of a strongly 
protective policy. Compared with 1915-16, when the annual 
census of production was first taken, there had been by 1923-4 
increases of 81 per cent. in the number of persons employed in 
factories, of 130 per cent. in the amount of salaries and wages 
paid, and of 124 per cent. in the “‘ value added ”’ by process of 
manufacture (wholesale prices have risen by about 11 per cent.), 
but nevertheless manufacturing industry in 1923-4 still con- 
tributed only about 17 per cent. of the national income. 

Industrial development has been accompanied by trade union 
development, membership increasing from 10,500 in 1915 to a 
maximum of 135,000 in 1920, and then declining to 87,000 in 
1923-4. The effect on legislation has been considerable, and the 
first Nationalist-Labour Pact Government which assumed office 


in 1924 found it desirable to transfer labour matters from the 
Department of Mines and Industries to a newly-constituted 
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Ministry of Labour. The department administers a Workmen’s 
Wages Protection and Compensation Act of 1914, a Factories Act 
of 1918, a Juveniles Act (1921) setting up Juvenile Affairs Boards 
and employment exchanges, an Apprenticeship Act of 1922, an 
Industrial Conciliation Act of 1924, and now a Wage Act of 1925. 
These six Acts are intended to comprise a code of legislation for 
the regulation of industrial development. The somewhat strange 
course was taken of first setting up, under the Wage Act of 1925, 
elaborate machinery for the fixing of wage rates by an independent 
Board, and then immediately appointing an Economic and Wage 
Commission to examine and report inter alia on “ the influence 
of public wage regulation upon industrial development.’ As 
was to be expected, the Commission’s Reports contain recom- 
mendations for the immediate amendment of the Act. 

The Wage Board set up by the Wage Act of 1925 bears a 
relation to the Conciliation Boards and standing Industrial 
Councils under the Industrial Conciliation Act of 1924 which is 
broadly similar to that between the Trade Boards and Joint 
Industrial Councils in England; that is, the Wage Board is 
intended to act primarily in the unorganised industries, and the 
employers and workers who prefer conciliation to compulsory 
arbitration can escape from the attentions of the Wage Board 
by setting up organisations sufficiently representative for registra- 
tion under the Act of 1924. There are, however, important 
differences. In order to secure uniformity of guiding principle 
in making awards, a single Wage Board of three members acts 
for the whole country, and the danger of congestion of work is to 
be overcome by a provision that investigations may be conducted 
by sub-boards, presided over by the individual members, which 
will report to the Board. For purely political reasons the Act 
excludes agricultural workers, domestic servants and Govern- 
ment (including railway) employees from its scope. At least one 
month’s notice of any awards must be given to enable objections 
to be lodged, and these objections may be referred by the minister 
to the Board for investigation and report. The Board investi- 
gates, and reports on, any question of wages or conditions of 
work referred to it by the minister, or on the application of 
registered associations of representative bodies of employers or 
workers. Moreover, on the application of the organisation on 
either side, if the minister so directs, the Wage Board must 
investigate questions arising even in industries for which concilia- 
tion machinery exists under the Conciliation Act. Concerning 
this provision the Commissioners made recommendations, 
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The terms of reference under which the Economic and Wage 
Commission was appointed amounted to an instruction to in- 
vestigate and report on the economic condition of the Union of 
South Africa in so far as the payment of wages is concerned. It 
should be mentioned that two overseas gentlemen were invited 
to serve, one being the Chairman, Mr. Stephen Mills, an Austra- 
lian Civil servant, and the other Professor H. Clay of Manchester 
University. These two members and an employer, Mr. John 
Martin, produced one Report, with a few reservations by the 
Chairman. The other three members, who produced an inde- 
pendent Report, were the Chairman of the Wage Board set up 
under the Act, Mr. F. Lucas (an advocate prominent in the 
Labour Party); Mr. W. H. Rood, a farmer Nationalist member 
of the House of Assembly; and Mr. W. H. Andrews, a Trade 
Union leader, who added a somewhat damping note to indicate 
that he was signing the less unsatisfactory of two inadequate 
reports. 

The Clay—Martin Report begins with an examination of the 
range of wages and earnings in the Union, and reveals a serious 
gap in the otherwise excellent statistical service of the Govern- 
ment Department of Census. Available records relate almost 
exclusively to white labour employed in urban areas, whereas 
“ four-fifths of the wage-earners in the Union are .. . non- 
European, and three-quarters of the population (44 per cent. of 
the European population) are resident in rural, not urban, 
areas.” Information specially obtained from magistrates in 
selected rural areas showed a very wide spread of wage-rates in 
different areas. Only for printing and, in certain cases, for 
building is there a legal obligation under national conciliation 
agreements to pay rates of wages in rural areas based on urban 
standards. In other occupations “the customary wages of the 
local artisans regularly employed in many of the country towns 
have been and are ... about one-half, and reckoned on the 
minimum scale often less than one-half, the ruling rates of wages 
in the chief towns (p. 12). For a limited number of skilled male 
occupations wages in the chief urban centres are standardised at 
somewhat above £1 a day, a rate which has persisted since the 
scarcity of white labour in earlier days on the goldfields of the 
Rand. 

In the case of non-European workers the spread in wages is most 
marked. At the one end, a small number of “ coloured ” workers 
(i.e. of mixed race) in Cape Province rank as skilled workers, 
and the rates vary downward from this maximum through 
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different occupations and different districts to a minimum in the 
case of agriculture. Coloured workers who have risen above the 
status of skilled artisans have for the most part done so by being 
able to pass as Europeans. Whereas the Commission found that 
“ the native labourer who works with skilled craftsmen in building 
or engineering would receive on the Witwatersrand £1 a week, as 
compared with £1 per day or more which is the skilled man’s 
rate,’ it found it impossible ‘‘ to give an adequate indication of 
the diversity of conditions that apply to non-European employees 
in agriculture. There are many grades of labourer, from share 
tenant to wage-earner; the industry is not on a cash basis, or 
even on a wage basis; payment in kind makes it impossible in 
many cases to show remuneration in terms of money value.” 
The best-paid farm labourers are the Cape coloured, receiving 
usually from 2s. to 3s. 6d. per day “‘ without payment in kind or 
privileges.” As regards natives, in many cases the only distin- 
guishing features between their working conditions and serfdom 
are the personal freedom granted by the Slave Emancipation Act 
of 1833 and, possibly, under-nourishment to-day. Even in the 
matter of personal freedom the Native Labour Regulation Act of 
1911 (Section 14) and the Masters and Servants Acts in the various 
provinces render a farm labourer who breaks his contract of 
service liable to a criminal prosecution. The Clay—Martin Report 
favours the continuance of these provisions on account of pro- 
tection afforded to the workers in other sections of the Acts. 

The Lucas—Rood Report supplements the information con- 
cerning the spread of wages by a diagram (p. 265) based on a 
frequency grouping of the numbers of workers of each race, in 
grades of annual incomes below £500. The diagram shows that— 











Approx. Percentage who are 
Approx. Percentage of Wace 
Total Wage-earners below] ¢ mi cine 
£500 per annum. . Native. | Coloured. | European. 
55 9- 36 90 74 24 
25 36- 60 65 25 10 
10 60-120 25 45 30 
6 120-240 5 23 72 
4 240-500 — 1 99 

















The figures must, however, be regarded as a rough approximation. 
The Census Department estimates the number of wage-earners 
(excluding Bantu in the native reserves) at 1,871,000 in 1923. 

In order to ascertain the change in the real wages of adult 
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male European artisans in the principal towns of the Union since 
1910, the authors of the Clay—Martin Report follow what ap- 
parently is the advice of the Census Department officials (South 
African Official Year Book, No. 7, p. 286), and make use of the 
cost of living index which excludes “ sundries.”’ This calculation 
yields an increase of 6 per cent. in real wages. When “ sundries ”’ 
are included the real wage figure shows a decline of 2-7 per cent. 
Comparing the 1924 figures with those of other countries for 
certain occupations in the building, engineering and printing 
industries, they reach the conclusion (p. 26) that ‘“‘ South African 
rates are much higher than rates in any European country. They 
are considerably higher in most cases than the corresponding rates 
in the largest Australian cities. They are higher in Pretoria 
and the Witwatersrand than in Ottawa. Only in Philadelphia, if 
these representative occupations can be taken as typical, is the 
general level of wage rates higher than in South Africa.” On 
the other hand, “‘ the labourer who assists the skilled craftsman 
is in South Africa usually non-European. His wages are in- 
variably lower than wages in the other countries of which we have 
particulars, approximating, however, in the higher (South 
African) wage centres to those of a white labourer in Milan, 
Brussels or Berlin.” In a cautious attempt to estimate the 
relative purchasing power of the wages of skilled artisans in 
various countries, the commissioners found (p. 30) that “‘ the 
cost of living in South Africa is still high compared with most 
countries, particularly when rents are taken into account. It is, 
however, not so much in excess of English standards as it was 
before the war. Moreover, it is not so high as to neutralise the 
advantage of the high money wages. . . . Only the United States, 
Canada and Australia show higher real wages; in all European 
countries real wages are much lower than in South Africa. In 
England they are 30 per cent. less, in Amsterdam nearly 40 per 
cent. less, in Paris and Berlin over 50 per cent. less, in Brussels 
and Milan over 60 per cent. less.”’ 

The Lucas—Rood Report puts its trust in the cost of living 
index which includes “ sundries,” showing a slight regression of 
real wages since 1910, and inflating the cost of living in South 
Africa for the purpose of international comparisons. Because 
“sundries ’” comprise approximately one-third of the expenditure 
of the class of people in respect of whose wages the comparison 
is being made, “ the reader may rightly refuse to have it [7.e. an 
estimate excluding ‘“ sundries ”’] fobbed off on him as a valuable 
international comparison.” The facts that ‘‘ sundries ’’ include 
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many manufactured imports which have risen in prices more 
than the average, that it excludes important items of expenditure 
such as the education of children, insurance, travel and amuse- 
ments which have increased in price less than the average, and 
that an index is required to measure changes in the cost of living 
rather than the exact cost of living of every family, are swept 
aside with the not very helpful statement (p. 267), that ‘“‘ as any 
comparison made with the exclusion of ‘ sundries’ and . . . of 
rent will be misleading, and no satisfactory general international 
comparison can be made with the inclusion of ‘ sundries,’ we do 
not propose to make one.” 

Returning to the first report, the estimated national income 
of South Africa in 1923 is compared with the figures for other 
countries made available by Sir Josiah Stamp in his paper in the 
Statistical Journal for July 1919, in order to provide indices of 
“the aggregate capacity of industry in different countries 
to pay wages.” <A useful distinction is made, to facilitate 
comparisons, between the total South African income of £186 
million (£26 per head of the total population and £43 per head 
of the occupied population) and the total income from pro- 
duction ‘‘ under European supervision ”’ (that is, excluding tribal 
natives in locations and reserves) of £178 million, or £9€ per head 
of occupied persons. The estimate may be compared with Pro- 
fessor Lehfeldt’s result for 1916-17, which, adjusted to cover the 
same items, gives £144°2 million for an occupied population 
of 1,680,000 (or £86 per occupied person). ‘“‘ The aggregate 
capacity of industry to pay wages is of the same order of magnitude 
as that of Germany or Italy rather than of Australia or North 


America.” ‘“ We had no evidence that the higher level of wages 
in industry, transport and mining . . . was at the expense of 
capital. . . . The present level of European wages is due to, 


and dependent on, the present level of native or other wages; 
and neither can be increased except at the expense of the other, 
unless there is an increase in production per head” (p. 77). 
The Lucas—Rood Report makes no definite criticism of these 
findings, but rather skirmishes round the fringe of the opposing 
argument, maintaining that skilled wages have declined in 
relation to the cost of living, in spite of a substantial increase in 
the national income; that the Government might assist in 
reducing the proportion of the national dividend going to pro- 
perty-owners by controlling ‘“ wild cat” flotations of shares in 
new companies, by ‘“‘ preventing or reducing the power of land- 
owners to exact toll from land-users,”’ and by reducing distribution 
costs. The main conclusions, however, remain intact. 








re 


re 
e- 
1d 
1g 
pt 
ly 
of 
al 
lo 











1926] SOUTH AFRICAN ECONOMIC COMMISSION 675 


There is no economic problem in South Africa more confused 
by the introduction of irrelevant considerations than that of the 
employment in European industry of workers who happen to 
be of non-European race. Much space is occupied in these two 
Reports by the question of the relationship between these workers 
and Europeans. As regards the natives, the Clay—Martin Report 
argues (p. 152) that “‘ the.contact of native and European has 
lasted too long, and their economic co-operation is too intimate 
and well-established for the natives to be excluded from European 
areas and European industries.”’ Even in the native territories 
of the Transkei, where nearly a million of the 4-7 millions of 
native population still live in tribal conditions, “‘ the contact with 
European economic civilisation has undermined the traditional 
native economy.” Of approximately 200,000 natives in employ- 
ment on the gold, coal and diamond mines of the Transvaal, 
33 per cent. are from the Transkei territories, working usually on 
a nine-months’ contract in order to supplement the living which 
their wives and families can secure by farming in the inadequate 
reserves. Outside the reserves the bulk of the natives are 
squatting on European farms, giving service in return for per- 
mission from the owners to cultivate a strip of land and graze 
cattle, or they are definitely farm labourers, or they have been 
forced into the towns, where possibly 300,000 urbanised natives 
endeavour to maintain a “ civilised ’’ existence on the wages of 
unskilled labourers or house-boys. <A limited number, probably 
less than 40,000, are ministers, teachers, professional men, clerks 
and shop assistants, or occupy other posts above unskilled work. 
Of recent years increased numbers of natives have been forced 
into the towns, and they will continue to be driven in until more 
adequate reserves are provided and the conditions of agricultural 
employment are improved. It is, however, already clear that the 
line for discriminatory treatment in economic legislation between 
the strong and the weak can no longer be drawn on the principle 
of blindly following distinctions of race or colour. There are 
natives who do not need or desire special treatment, just as there 
are ‘‘ poor whites’ who do need it. The Clay—Martin Report 
leaves no doubt as to the views of its authors concerning the 
future of the natives. ‘‘ We are convinced that the native can 
and should increase his economic usefulness by widening the range 
of his occupations and raising the level of his skill... . The 
ultimate destiny of, at any rate, a majority of the native popula- 
tion of South Africa is to be absorbed in and assimilated to the 
economic system which Europeans have introduced ”’ (pp. 153-5). 
As for the urbanised natives, “‘ minimum wage orders and awards 
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should be directed to raising the low wages they receive at present 
as far as is consistent with retaining them in employment ” 
(p. 158). 

It is refreshing to find similar passages in the Lucas—Rood 
Report. ‘‘ Every care must be taken to see that the native in the 
Union is in no way precluded from the right to economic develop- 
ment, either through agriculture in his own territories or in 
industry where he has gone among the Europeans ”’ (p. 333); 
‘* as far as the detribalised natives are concerned, it would appear 
to be too late for any other policy than that of adoption into the 
European economic system. . . . Complete separation between 
white and black is now apparently impossible ” (p. 323). From 
a reference to unskilled native labourers as ‘‘ muscular machines,”’ 
it would appear that the authors recognise that the employment 
of native labour wherever it is economic constitutes as desirable 
an “invention” as the installation of any “ labour-saving ” 
machine which reduces the costs of production in a similar way ; 
and that to reject an increase in the national income, on account 
of the unemployment which may temporarily affect the displaced 
artisans, would be no less foolish in the first instance than in the 
second. If additional reserves can be provided, there need be no 
fear of prolonged unemployment among white artisans, such as 
might result from the too rapid migration of natives forced to the 
towns in search for a livelihood. As the Clay—Martin statement 
puts it, “‘ the effect on the higher standard worker of this com- 
petition of lower standard labour is to compel him to seek an 
outlet for his labour in which his special qualities of skill and 
initiative will have more scope. . . . It is desirable that he should 
be under constant pressure so as to make the best economic 
use of his faculties”? (p. 127). Unhappily these few gleams of 
light only serve to deepen the gloom which will descend on the 
reader as he passes on to other sections of the Lucas—Rood state- 
ment. One depressing example is an extraordinary suggestion 
(p. 311) that the extreme lowness of the standard of life of un- 
skilled workers should be overlooked. “ The natives’ work is 
generally of an automatic character, and he has been frequently 
described as a ‘ muscular machine.’ In these circumstances it is 
clear that no sound comparison of averages of wages, of output, 
or of income can be drawn between South Africa and any of the 
other countries mentioned [Great Britain, Australia and the 
United States]. To get a fair comparison it would be necessary 
to devise some method by which allowance could be made in 
such averages for the use of ordinary machines in those other 
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countries for work for which in South Africa the so-called ‘ mus- 
cular machine’ is used. Such a basis of comparison has not, 
so far as we are aware, yet been devised.”’ We are, in fact, 
confronted by a spectacle of the South African ostrich burying 
its head in a mass of statistics in which it has vainly attempted 
to conceal the wages, but not the produce, of about four-fifths 
of the population. ; 

The second signal for the abandonment of the commendable 
position taken up as regards urbanised natives is the mention 
of the immigration each year of about 60,000 healthy and vigorous 
natives from Portuguese East Africa so as to maintain a steady 
working force (usually staying for eighteen months at a stretch) 
of about 90,000 East Coast natives on the Transvaal mines. 
While the Clay—Martin Report discussion concludes that “‘ the 
ideal of maintaining Union industries exclusively with Union 
labour . . . could be immediately attained only at great 
economic sacrifice,” the remaining commissioners introduce into 
their statement a lengthy argument supporting the representa- 
tions of the South African Trade Unions that the importation 
of these natives should cease. “‘ By means of the importation 
of natives from outside the Union the wages of the Union natives 
can be kept down to the level of wages paid to the imported 
labourers, and the white unskilled labourer has to compete with 
them at that level” (pp. 332-3). Using the commissioners’ own 
parallel of the machine, it is difficult to believe, for instance, that 
the hand compositors who were “displaced ’’ by monotype, 
linotype and type-founding machines have been reduced in 
weekly wages to the cost of setting up on the new machines the 
same amount of copy as one man could previously have set up by 
hand in a week. The work fund fallacy dies hard. 

If one section of the Report is more responsible than any 
other for the cool reception and immediate burial of these reports 
in some quarters, it is the examination of the protective policy 
to which all political parties in South Africa have more or less 
committed themselves. The Clay—Martin statement deals a 
series of resounding death-blows to the arguments used for 
stimulating the development of industries in South Africa by 
means of a tariff; the complete absence of any reference to the 
subject in the companion statement serves to provide an echo for 
their arguments, while a reservation (p. 213) by Mr. Stephen Mills 
(whose home, it must be remembered, is in Australia) begins with 
an observation, regarding this statement of the case against the 
policy of tariff protection, that ‘‘ in certain circumstances a case 

























678 THE ECONOMIC JOURNAL [DEC. 


can be made for that policy,” but continues with a series of 
objections to the adoption of protection in South Africa. The 
policy is condemned because it reduces the market overseas for 
the purchase of South African agricultural products, whilst no 
great expansion of the home market is possible. Export industries 
like gold and diamond mining stand to lose by the increases in 
their working costs, while industries like building and printing, 
transportation and similar service have no competition to fear 
and nothing to gain. The higher wages which may be paid in 
protected manufacturing industry come “ from the pockets of the 
consumers of the products of manufacturing industry—in other 
words, from the farmers, railway employees, Civil servants, 
professional men and natives ”’ (p. 164). 

Finally, both Reports, in their review of the powers of the 
new Wage Board, advocate an increase in its independence and a 
decrease in the discretion of the Minister; definitely favouring 
the abolition of his discretionary power as to the enforcement of 
wage recommendations; and also favouring the co-ordination 
of the Wage Board, through its Chairman, with the Public 
Service Commission and the Railway Conciliation Board and other 
bodies that have power to fix wages in certain spheres. Whereas 
the Clay—Martin statement considered, however, that, in disputes 
between organised employers and workers, ‘‘ there must be no 
attempt to apply compulsion where after proceedings under the 
Conciliation Act there is no agreement,” both the opposing Report 
and a reservation from the Chairman express preference for an 
arbitration by the Wage Board rather than a strike, in the event 
of a complete deadlock. The question is whether the possibility 
of compulsory arbitration in the case of non-agreement is not in 
actual practice one of the most fruitful causes of deadlock. 
The Clay—Martin Report urges (Chap. 5) as a practical policy for 
the Wage Board a beginning with the lowest-paid workers in an 
industry, whose wages should first be levelled up before it is 
attempted to raise the standard. ‘‘ A rate that represents the 
lower quartile of existing rates may usually be imposed without 
causing any dislocation.” Each trade must be considered 
separately in relation to its own conditions and capacity to pay 
higher wages, but “ it is equally important that wages should be 
considered together as an interdependent system.’ Attention 
should be concentrated on those industries in which the wages 
paid are lower than the cost of living of a family on a ‘‘ minimum 
regimen,” estimated by the Cost of Living Committee at £90-£110 
ayear. Men receiving more than that wage, and women receiving 
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more than two-thirds of that amount, should be left to settle 
wage conditions by collective negotiation or by direct bargaining. 
The Wage Board must not attempt to use wage awards as a colour 
bar. “ The function of a Wage Board is to fix wages; if the 
State desires to effect the substitution of one class of labour for 
another, it can pass legislation to effect this directly.”’ If the 
result of a wage award is to displace existing workers, they will 
tend to depress wages still further in agriculture and domestic 
service where the Act does not apply. 

When arbitrating on a dispute in a well-organised industry, 
at the request of both sides, the Board should ascertain the 
bargaining strength of the parties so as to arrive at “‘ a settlement 
which exactly represents the balance of the interests in conflict, 
and which the parties will come to recognise as representing just 
what they could expect to extract or concede ” (p. 186). But it 
is surely an inadequate economic justification for the abandon- 
ment of this principle, when making awards in the low-paid 
unorganised industries, to explain that in the latter case “‘ the 
Board is the exponent of the general will, which is made up on 
the necessity of raising these lowest rates ”’ (p. 186). Is political 
necessity henceforward to be regarded as the test of economic 
principle? ‘‘ The general will is always right, but the judgment 
which guides it is not always enlightened.’’! In the final 
paragraph of the Clay—Martin Report we read that ‘‘ what we have 
said throughout this section is not to be taken to imply that in 
our opinion the higher levels of wages should necessarily be 
reduced.” The wages of the lower workers “‘ can be raised without 
taking anything away from the wages of the higher-paid workers, 
by diverting to them a part of the increase in wealth which is 
normally to be expected in a civilised society.”” In withholding 
their opinion whether it would not be economically more desirable 
to reduce the extreme inequality now existing at the expense of 
reducing the higher wages, as well as by raising the lower ones, the 
authors momentarily run the risk of earning the name of “ politic 
economists.’’ Would such reticence have been displayed if the 
larger incomes were accruing to property-owners rather than to 
wage-earners? Again, it is suggested (p. 93) that the fact that 
the employment of the poorer Europeans in the substitution of 
white for native labour takes place at wages which “ represent, 
according to our evidence, something above the present economic 
value of the work done . . . is no objection to taking them as 
a minimum, since regular pay and regular work are certain to 


1 Bosanquet : Philosophical Theory of the State, p. 121. 
No. 144.—von. XXXVI. 
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improve the worker’s efficiency, and in time even to make possible 
a further advance.”” The industrialist might well retort that his 
infant industry is equally “‘ certain”’ to become more efficient 
one day, if the tariff protection which the commissioners rightly 
criticise is only maintained at a sufficiently high level. 

Such trivial points, however, do not blemish a Report which is 
a monument to its authors. Whereas the Lucas—Rood Report 
may serve a useful purpose as an expression of current opinion 
in certain South African political circles, enough has been said to 
indicate that the Clay—Martin statement will long serve as a guide 
not only to the Wage Board itself but to all those whose task it is 
to guide the development of South African economic life. 

ARNOLD PLANT 





OTHER OFFICIAL PUBLICATIONS 


Report of the Royal Commission on National Health Insurance. 
(Stationery Office. 1926. Pp. 394. 6s. 6d. net.) 


A Royat Commission was appointed on the 11th July, 1924, 
to inquire into the scheme of National Health Insurance, estab- 
lished by the National Insurance Acts 1911-1922. The result 
of the inquiry was published in February of the present year. 
Four of the thirteen Commissioners, unable to accept the conclu- 
sions of their colleagues, present a minority Report, while Sir 
Andrew Duncan and Professor Gray supplement their assent to the 
Majority Report with certain additional observations. 

The evidence presented to the Commission will be of the 
highest value to the social investigator. The value of the Com- 
missioners’ Reports is less certain. The Minority Report lacks 
thoroughness and distinction. The Majority Commissioners 
might either be charged with striving to conceal their essential 
timidity under an accumulation of words and phrases, or com- 
mended for the sane and balanced character of their conclusions, 
according to the point of view. 

The National Confederation of Employers’ Organisations made 
so profound an impression on the Majority Commissioners that 
they recommend that “only such extensions or modifications 
as involve no expenditure or can be met within the present 
financial resources of the scheme should be considered as imme- 
diately practicable. It is small consolation to a bankrupt to be 
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told that his doctor’s bills have been the main cause of his 
disaster.” 

Hence the main structure of the Insurance scheme is hardly 
touched by their proposals. A little tampering here and there; 
an outbuilding or so demolished; a tentative suggestion for tem- 
porary erections; no exercise of imaginative vision; no attempt 
to remould the national health services into a really effective form ; 
little attempt even to adjust the relationship of the Insurance 
scheme to the other health promoting activities of the State. 
National Health Insurance, a social experiment on a gigantic 
scale, made in a sordid atmosphere of intrigue and turmoil, was 
isolated from the other State services, doing essentially similar 
work. The already considerable overlapping was thereby inten- 
sified. The lack of appropriate association and co-operation in 
the administration of the local public health service was thus 
a problem which necessarily faced the Commissioners. On the 
general question they content themselves with the pronouncement 
that “‘ the trend of development will be towards a unified health 
service and that in determining future changes full account of 
this tendency should be taken.”” Two recommendations are made, 
which would facilitate in some slight degree co-ordination between 
Insurance and other public health services: (1) as soon as funds 
are available, the scope of maternity benefit should be expanded 
to cover medical and midwifery services, and these services 
should be administered by the Local Health Authorities and co- 
ordinated with the other local medical services; (2) Insurance 
Committees should be abolished and their work transferred to 
committees of the appropriate Local Authorities, with possibly 
a co-opted element. But the Report is studiously vague as to the 
constitution of the bodies which replace the Insurance Committees. 
The framing of specific recommendations on this question (as on 
other questions) was perhaps hampered by the knowledge that 
our Local Government machinery is being vigorously overhauled. 
A Royal Commission is considering reform of Local Government 
areas, while the Minister of Health contemplates a «omplete 
re-organisation of the Poor Law system. 

The Commission are unanimous in their conclusion that the 
functions of Insurance Committees should be transferred to Local 
Authorities, but there is a difference of opinion as to the future 
of the Approved Societies. The Majority Commissioners shrink 
from recommending that Local Authorities should take the place 
of Approved Societies as the Authorities through whom sickness 
and disablement benefits should be administered. They admit, 
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however, that the question might have to be re-considered in 
the event of fundamental changes being made in the system of 
social insurance. 

The general case against the Approved Society System is 
very strong. The existence of 7876 separate financial and valua- 
tion units involves considerable extra work in accounting, auditing, 
and general supervision. The large number of small societies 
with their multiplication of establishment charges necessitates 
expensive administration. There is, moreover, much over- 
lapping, and this adds to the cost. In Dundee there are 217 
separate societies; 99 of these have less than ten members in the 
town, 52 have only one member. In Glasgow there are 98 societies 
with a membership of one each. There are 92 with a membership 
of between two and ten each. Nor can the Approved Societies 
be considered really self-governing bodies. It was a fundamental 
principle of the Insurance Act that an Approved Society should 
be under the absolute control of its members. Yet this member- 
ship control has proved to be largely theoretical except in the 
case of Friendly Societies and Trade Unions. There is no sense 
of corporate responsibility. The rules of some of the large 
societies do not provide for the control by the members to the 
extent to which they ought to provide. In the National Amal- 
gamated Approved Society two million people are represented 
by a General Meeting of 50, of whom something like 35 are officials. 
The rules of the two large Prudential societies, each with over a 
million members, provide that 50 members, including any 
officers and members of the Committee present, shall form a 
quorum. Instead of forming a democratic machinery of govern- 
ment, the Approved Societies have developed a political side of 
their own. National Health Insurance is closely connected with 
various forms of profit-making enterprises, such as Industrial 
Assurance and Workmen’s Compensation Act Insurance. Power- 
ful vested interests have been created, determined to maintain 
their position at any cost. The main ground on which the 
Approved Society System has been attacked is the serious in- 
equalities of benefit to which it gives rise. The flat rate of con- 
tribution combined with free choice of Approved Society has 
resulted in the segregation of good lives. A substantial inequality 
of benefits between societies has been produced and, in the case 
of certain branch societies, between the constituent branches. 
As a result of the amount of segregation which has taken place, 
we have sectional insurance, the strong bearing the burdens of 
the strong and the weak the burdens of the weak. Even the 
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Majority Commissioners feel that “the disparities which have 
emerged are greater than are expedient in the interests of the 
insured community regarded as a whole.” To mitigate these 
inequalities, they propose a partial pooling of surpluses. Mild, 
and even inadequate, though their proposal is, it has aroused the 
indignation of the powerful Approved Societies. 

It is interesting to note that valuable information for national 
health purposes is going to waste under the present system. 
No statistics of local sickness incidence are obtainable. Statistics 
of occupational sickness are obtainable only with great difficulty. 

J. LEMBERGER 





Memorandum on Present and Pre-War Expenditure, with 
Particulars of Government Staffs at Certain Dates. (Cmd. 
2718. 1926. 3d.) 


THE form of this Memorandum has been completely revised, 
so as to show expenditure under the Heads of (1) Obligatory 
Services, (2) Grant Services, (3) Self-supporting Services, (4) 
National Administrative Services. Provision has been made to 
enable the comparison to be calculated apart from the separable 
Irish services. The dates taken are 1914, and each year since 
1921; as between 1914 and 1926 the comparison is between the 
Original Estimates. Under (1) there is an increase of £447 m., 
of which £340 m. is due to Debt Charges, and £107 m. to Pensions ; 
of the latter, £64 m. is War pensions. The increase of £63 m. 
under (2) is due to the extent of £30 m. to Education grants. 
The expenditure on (3), Post Office and Road Fund, is balanced 
by increased revenue. Under (4) there is an increase of £27 m. 
on Imperial Defence, £16 m. of which is accounted for by the new 
Air Force. The total percentage increase in Defence expenciture 
is about 30. 

From 1914 to 1926 the staffs of Government Departments show 
a total increase of about 15,000; there are decreases only in 
respect of the Post Office (22,000) and the Ministry of Agriculture. 
The most notable increase is in respect of the Admiralty, over 
40 per cent., though the personnel of the Navy has decreased by 
over 30 per cent. Variations in staffs are also shown since the 
date of the Armistice. 
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Unemployment Grants (Viscount St. David’s) Committee. Fifth 
(Interim) Report of Proceedings, from June 1925 to June 1926. 
(Pp. 21. 1s.) 


Tis Committee administers the scheme of subsidising 
“ accelerated ” works of public utility for the relief of unemploy- 
ment, either by “ Loan Schemes,” or by ‘‘ Schemes on Wages 
Basis.”” The estimated amount of direct employment in man- 
months under all approved schemes during the year was about 
450,000. 





Report of the Ministry of Labour for the Year 1925. (Cmd. 2736. 
Pp. 164. 3s.) 


Tus Report shows, with 22 Appendix Tables, the work of the 
eight Divisions of the Ministry; from so important a volume, a 
few points only can here be selected for notice. Publication of 
the Abstract of Labour Statistics is being resumed this year. Of 
257 disputes settled with the assistance of the Ministry, as many as 
165 were settled by arbitration of the Industrial Court. Labour 
Exchanges registered about 13 million cases, had about 14 million 
vacancies notified, and filled about 14 millions. Payments from 
the Unemployment Fund—about £52? millions—exceeded receipts 
by slightly over £1} millions; the debit balance was £8 millions 
on 3lst December. The minimum Trade Board rate for adult 
men varied from 10d. to 1s. 44d. per hour, for women from 6}d. 
to 103d., the latter rate for women being at a higher age than 
usual; 1s. 14d. for men and 63d. for women seem to be average 
minimum rates. There is an interesting survey of the work of the 
International Labour Division. D. H. M. 





Guide to Current Official Statistics, Vol. IV. (1925). (H.M. 
Stationery Office. Pp. 262. Price 1s. net, post free 1s. 34d.) 


“ THE Fourth Volume of the Guide to Current Official Statistics, 
prepared by the Permanent Consultative Committee on Official 
Statistics, continues the series of annual surveys of the statistics 
contained in Government Publications, and deals with all those 
issued in 1925 and with a selection of those issued in 1926. It 
may be remarked that the Second Volume of this series included 
an Appendix covering the more important publications issued 
since 1900, 
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The aim of the Guide is not only to place the inquirer in touch 
with the volumes bearing generally on his subject (usually the 
sole function of the ordinary type of subject index), but more 
particularly to inform him which, if any, of these volumes contain 
statistical information analysed in the manner he desires. These 
objects are secured by a systematically planned Subject Index, 
from which references are made by means of serial numbers to 
the various volumes included in a List of Publications. 

The Introduction to the Guide explains, with suitable examples, 
the method of using it, whilst the novel system of cross-references 
described in paragraph 5 ensures that the whole of the published 
material on any given subject can be traced with certainty, often 
a matter of considerable difficulty with the usual form of index. 
Thus, for example, a student of coal-mining can, in a few minutes, 
be made aware of all the officially published statistics bearing on 
the industry.” 





Sixth Annual Report of the Forestry Commissioners ; Year Ending 
30 Sept., 1925. (Stationery Office. Pp. 32. 9d.) 


Tuis Report shows that, while the acreage of plantable land 
acquired is less, the area now planted is ahead of the programme 
laid down in the Acland Report. 





Report of the Committee of the Board of Trade on the Safeguarding 
of Industries Act, 1921. (Cmd. 2631.) 9d. 


Report of the Committee on Hosiery. (Cmd. 2726.) 6d. 

In the former Report, the operation of the duties imposed for 
the safeguarding of “key ” industries is reviewed, and their 
continuance recommended, in one case with an increase to 50 
percent. The latter Report is one of a number which have dealt 
with the claims of particular industries for safeguarding against 
foreign competition of an exceptional kind, as defined in the 
reference. This claim is rejected, unless further evidence is 
supplied on the question of costs. 





Income Tax in the British Dominions ; a Digest of the Laws 
imposing Income Taxes and cognate Taxes in the British 
Dominions, Colonies, Protectorates, etc. Supplement No. 6, 
(Stationery Office, 1926. 1s.). 
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Statistical Abstract for British India, 1915-16 to 1924-5. Fourth 
Issue. (Calcutta, 1926. Central Publications Branch. 
3s. 9d.) 





Report of the Controller of the Currency, 1925-6. (Calcutta, 1926. 
Central Publications Branch. 2s. 3d.) 





Medical Research Council. Child Life Investigations ; Poverty, 
Nutrition and Growth. (Stationery Office, 1926. Pp. 333. 
10s.) 


THE inquiry relates to the cities and rural districts of Scotland. 





CuRRENT Topics 


Two further volumes are about to be published by the Royal 
Economic Society for issue to members on special terms, namely : 


ALFRED MARSHALL : Official Papers. 
T. R. Mattuus: First Essay on Population (1798). 


The price of each volume to members, namely 5s. post free, 
represents an attempt to supply books, which would be published 
in the ordinary course at much higher prices, as near to the bare 
cost of production as possible. The price to the public will be 
10s. 6d. net in each case. The Council hope that the great 
majority of members will see their way to support this project 
with their subscriptions. It will facilitate distribution if members 
will send their applications for copies (together with remittance) 
as soon as possible to the Assistant Secretary, 6, Humberstone 
Road, Cambridge. 





Some additional copies of Nos. 37-39, 41-43, 47, 50, 52, 81, 
82, 89, 92, 95, 96, 98-100, 103, 105, and 107-117 of the Economic 
JOURNAL are required for the purpose of completing sets. The 
Secretary of the Royal Economic Society would be much obliged 
if any Fellows who can spare their copies of these issues would 
return them to the Assistant Secretary, Mr. S. J. Buttress, 6, 
Humberstone Road, Cambridge. A payment of 4s. a copy will 
be made for each copy so returned. 
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Sir JostaH STAMP writes with reference to his article on 
“ Inheritance as an Economic Factor,” published in the September 
JOURNAL :— 


‘IT have since received a communication from Prof. Haensel 
(of the State University, Moscow), the author of a Russian volume 
on the history of English Death Duties, published in 1907, and of 
contributions to the “ Finanz-Archiv,” etc., on the same subject. 
It appears that he has for some years been investigating the 
power of the inheritance factor in producing uneven distribution 
of wealth, and has collected over a thousand biographies of rich 
men in many countries. His conclusion has been that “‘ inherit- 
ance has no great importance in the uneven distribution,” the 
greater part being made in one generation by self-made men, 
and ‘‘ only in a few instances of settled property is wealth kept 
through the successive generations.”” He remarks that the Ger- 
man proverb “the third critical generation ’’—compare our 
Lancashire saying: “clogs to clogs in three generations ”—has 
proved to be true after a particular study of wealthy people in 
Hamburg over three generations. He criticises Professor Rig- 
nano’s proposals and believes a distinction ought to be made in 
them between land and other forms of inherited wealth.” 





WE invite attention to the Economic Review published tn 
English by members of the Economic Department of the Imperial 
University of Kyoto, Japan, noticed on p. 528 of the Economic 
JOURNAL for September, 1926. This represents a very interest- 
ing and praiseworthy attempt to make the work of the leading 
Japanese economists known internationally by publishing articles 
and summaries of their current work in the English language. 
The first number, issued in July, is of much interest. Copies 
can be obtained from the Economic Department of the Kyoto 
University. 





Dr. G. W. J. Brurns, Commissioner of the Reichsbank under 
the Dawes Plan, and our correspondent for Holland, has been 
appointed Royal Commissioner of the Netherlands Bank, in 
succession to Dr. Ant. van Gijn, former Minister of Finance of 
the Netherlands. 








RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 
JuLy, 1926. Some Observations on Trade Forecasting and Prices. 
E. C. Snow. Some Statistics concerning Occupational Invalidity. 
D. C. Jones. The Contributions of Italy to Modern Statistical 
Methods. C. GInt. 


Sociological Review. 
OctoBER, 1926. The Village Community of Alderney. S. Harris. 
The Case for Eugenics. JutiIaN Hvxtny. Representative 
Biological Theories of Society. H. E. Barnzs. 


Quarterly Journal of Economics (Harvard). 

Aveust, 1926. The Federal Trade Commission: a Critical Survey. 
M. W. Watkins. Pantaleoni’s Problem in the Oscillation of Prices. 
H. L. Moors. International Trade between Gold and Silver 
Countries : China, 1885-1913. C. F. Remer. Wages, Risk and 
Profits in the Whaling Industry. E. P. Houman. The Effect of 
the American Embargo, 1807-9 on the New England Cotton Industry. 
C. F. WaRE. 


American Economic Review. 
SEPTEMBER, 1926. Quantitative Analysis and the Evolution of Economic 
Science. J.C. Coss. Relation of Wage Rates to Use of Machinery. 
F. D. Granam. Labour Economics. P. F. BrissENDEN. 


Political Science Quarterly (Columbia). 


SEPTEMBER, 1926. Reparations and the Cash Transfer Problem. J. W. 
AnGELL. The Social Theory of Fiscal Science. E.R. A. SELIGMAN. 


Journal of Political Economy (Chicago). 


Avaust, 1926. The Federal Debt since the Armistice. H. L. Lutz. 
Rate Base for Railroad and Utility Regulation. J. Baurer and 
H. G. Brown. Average or Marginal Costs for Tariff? K. 
Smpson. Cost of Living Figures in Wage Adjustments. H. H. 
HouHMAN. 


OcToBER, 1926. Education for Business in Germany. A. W. FEHLING. 
The Economic Status of Agriculture. H.W. Prcx. Our Merchant 
Marine and International Trade. A. BERGLUND. Angell’s Theory 
of International Prices. J. VINER. 


Annals of the American Academy (Philadelphia). 


SEPTEMBER, 1926. Markets of the United States. [Part I. The 
Economic Significance of Foreign Markets, and their Relation to 
Public Policy. Prof. R. T. Bye. Part II. The Trade Situation. 
Tendencies in the Foreign Trade of the U.S. The Effects of the 
World War on Trade. Part III. Trade in Important Commodities.] 
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Monthly Labour Review (Washington). 


Juty, 1926. Index of Productivity of Labour in the Steel, Automobile, 
and Paper Industries. 


Avuaust, 1926. Welfare Work in the British Coal Industry. Member- 
ship of American Trade Unions. Co-operative workshops in the 
U.S. Cost of Living in the U.S., 1913-26. 


Wheat Studies of the Food Research Institute (Stanford 
University, California). 
Aveust, 1926. <A Selected Bibliography of Publications, 1920-25, 
relating to the World Wheat Situation. 


SEPTEMBER, 1926. The World Wheat Situation, April to July, 1926. 
The wheat crop of the Northern Hemisphere is about as large as 
the good crop of last year, but smaller in Europe and larger in 
North America. No record crops and no crop failures are in 
prospect. Prospects are for a somewhat lower level of world 
wheat prices in 1926-27 than in 1925-26, if Southern Hemisphere 
crops are up to average. 


Revue d’Economie Politique (Paris). 


May-—JuNE, 1926. Les théories dominantes du change. A. AFTALION. 
Les récentes théories monétaires Anglaises. J. P. Lazarp. Les 
causes profondes du malaise britannique daprés les banquiers 
anglaises. L. Baupin. L’agriculture et l'industrie devant les tarifs 
douaniers. KR. HOFFHEN. 


JuLty—Aveust, 1926. Théorie psychologique du change. A. AFTALION. 
La théorie de la parité des pouvoirs d’achat et les faits. A. Poss. 
Les Fouriéristes et le mouvement précoopératif. J. GAUMONT. 


Journal des Economistes (Paris). 


OcroBER, 1926. L’Homme Economique du XX° siécle. Yvus-Guyor. 
Le probléme du logement. V. BRILLARD. 


Schmoller’s Jahrbuch (Munich and Leipzig). 


50 Jahrgang. Heft 4. Avaust, 1926. Osterreich am Scheidewege. 
O. von ZwIEDINECK-SUDENHORST. Die Entwicklung der Agrar- 
frage in Sowjetrussland, I.. R. Kaysensprecut. Industrie- 
bureaukratie. O. H. VON DER GABLENZ. Die Crganisation der 
Binnenschiffahrt im Weltkriege. H. PANTHEN. Autoritét und 
Demokratie in der Staatslehre des Hans Kelsen. H.Lunz. ‘ Expli- 
cation de notre temps.” H. voN BECKERATH. Wandlungen im 
privaten Versicherungswesen. K. OLDENBERG. Vdlkerkundliche 
Universalgeschichte. F. KERN. 


Heft 5. OctToser, 1926. Mitteilungen iiber ein bisher unbekanntes 
Werk Friedrich Lists. A. Sommer. Der deutsche Bauer in 
Zeitalter des Kapitalismus. F. BeckMANN. Die Entwicklung der 
Agrarfrage in Soujetsrussland, IJ. R. KaysENBRECcHT. Die 
finanzielle Rechtstellung der Ldnder nach der dsterreichischen 
Verfassung. O, WITTSCHEBEN. 
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Jahrbuch fiir Nationalékonomie und Statistik (Jena). 


Aveust, 1926. Das Zinsproblem am Geld und Kapitalmarkt. G. 
Hatm. Der Wahrungsverfall, die Aufwertung und der Wiederaufbau 
bet den privaten deutschen Lebensversicherungs-gesellschaften. H. 


ULLRICH. 
SEPTEMBER, 1926. Die Neugestaltung der Reichsbank. Dr. SCHEFFLER. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 
Aveust, 1926. Der Zirkulationsprozess als zentraler Problem der 
6konomischen Theorie. E. LeprErer. Richtungen und Ent- 
wicklungstendenzen in der Arbeitswissenschaft. W. ELiasBERG. 
Die Einwanderung nach Frankreich und thre Probleme. W. 
Onatip. Zur Theorie der Arbeitswertung, IJ. K. Baver- 
MENGELBERG. Der heutige Stand der sozialen Versicherung in 


England. F. Heyer. 


Weltwirthschaftliches Archiv (Jena). 


OctoBER, 1926. Wie ist Konjuncturtheorie tiberhaupt mdglich? A. 
Lowe. Moderne Scholastik. (A critique of Béhm-Bawerk.) 
L. V. Breck. Das Ende der historisch-ethischen Schule, II. RB. 
WiLBRaANnvDT. Die volkswirthschaftliche Bedeutung der landwirth- 
schafilichen Genossenschaften. A. TscHasanow. Kapital und 
Geld. J. PLENGE. 


Zeitschrift fiir die Gesdémte Staatswissenschaft (Tiibingen). 
81 Band, 2 Heft. Sozial-liberalismus. L. Mises (Wien). Neue 
finanzwissenschaftliche Lehrbiicher. F. Metseu (Prag). 


Vierteljahrshefte zur Konjunkturforschung (Berlin). 


1 Jahrgang, 1926. Ergiinzungsheft I. Die Ausschaltung von saison- 
massigen und sdkularen Schwankungen aus Wirtschaftskurven. H. 
Hennia. Die Weltproduktion an wichtigen Grundstoffen vor und 


nach dem Kriege. 


Heft 2. Der Konjunkturverlauf. 


Erganzungsheft 2. Die deutsche Zahlungsbilanz seit der Stabilisierung. 
(Official.) Statistiche Untersuchungen iiber die Entwicklung und die 
Konjunkturschwankungen des Ausserlandes. F. Sourav. 


Giornale degli Economisti (Milan). 


Aveust, 1926. La bilancia dei pagamenti ed il commercio dei cambi in 
regime di moneta deprezzata. A. CaBiati. In tema di indirezzi 


scientifici. A. BERNARDINO. 


SEPTEMBER, 1926. I mezzi meccanici nelle elaborazioni statistiche. 
L. pe Berarvinis. Sul metodo dinterpolazione del Lever. P. 


Mouzzonl. 
Scientia (Milan). 
OctoBER, 1926. L’évolution future de UVéconomie rurale. A. 
TOHAYANOFF. 
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La Riforma Sociale (Turin). 
Juty—Aveust, 1926. La banca popolare di credito di Bologna e la 
tutela del risparmio nazionale. F.Fiora. Del caro vita in Italia. 
A. Getsser. L’Instituto nazionale per le esportazioni ed il problema 
del commercio estero del’ Italia. G.FRISELLA-VELLA. Cinque anni 
di assicurazione contra la disoccupazione in Inghilterra. L. CIBRARIO. 
SEPTEMBER-—OcCTOBER, 1926.° Microcosmo Protezionistico. G. PRaTo. 
Tassabilita delle “ plusvalenze.” V.SAMPERI-MoRGANO. 


L’ Economist Rowmain (Bucarest). 


Juty—Aveust, 1926. Prices in Roumania during 1925. Roumanian 
Agriculture. (In French.) 


Revista Nacional de Economica (Madrid). 
Juty—Avaust, 1926. Hl Problema de la Reconstitucion Interior. 
C. ViNas y Mey. Los gastos de las Clases Pasivas. A. G. Lony. 
El consejo interventor de las cuentas del Estado. F. A. y BARTRINA. 
El problema de Guinea. S. DE ZARAGOZA. 


De Economist (Rotterdam). 


JuLy-Avaust, 1926. Hervooming van de Staatsbegrooting. A. VAN 
Gisn. Het rapport van Ginkel. J. C. Kiewstra. Radicale 
bezuinigingen. E. P. WEBER. 


SEPTEMBER, 1926. Economic en ethiek. F. Dm Vrins. De psycho- 
logische factor in het conjuncturverschijnsel. E. J. Tost. Vaals. 


M. J. W. RoEGHOtt. 


International Labour Review (Geneva). 

Juty, 1926. The Sources and Interpretation of Labour Laws in France. 
E. Lanwart, P. Pic, and P.?:Garraup. Over-production and 
Under-consumption. P. W. Martin. Some Experiments in 
Vocational Psychology. L. WALTHER. 

Avaust, 1926. The Hight-hour Day: “taking a reckoning.” A. 
Tuomas. Unemployment in 1925. H. Fuss. The Legal Minimum 
Wage of Women Home-workers in France. R. Picarp. 

SEPTEMBER, 1926. Employers’ Organisations in Germany. W. 
Kricer. Trade Union Reform in Italy. G. Arras. The Trade 
Union Movement in the Balkan States. 

OcToBER, 1926. The Scope of Labour Statistics. K. Prrram. The 
Swedish Family Budget Enquiry of 1923. N. CepELBLap. 


Reports and Memoranda (League of Nations). 

Memorandum on Balance of Payments and Foreign Trade Balances, 

1911-25. 
Memorandum on Currency and Central Banks, 1913-25. Two vols. 
Studies and Reports of the International Labour Office : 

Methods of Compiling Statistics of Industrial Disputes. 

Bibliography of Unemployment. 

Methods of Conducting Family Budget Enquiries. 

Method of Statistics «f Collective Agreements. 
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NEW BOOKS 


(All British books are London, American books New York, unless 
otherwise stated.) 


British. 


AsHtEy (Sir W. J.). Commercial Education. Williams and 
Norgate. 1926. Pp. 164. 5s. 

AsHLEY (Sir W. J.). Business Economics. Longmans. 1926. 
Pp. 71. 2s. 6d. 

Brirck (L. V.). The Scourge of Europe : the Public Debt described, 
explained and historically depicted. Routledge. 1926. Pp. 304. 
10s. 6d. 

Briyak (F.). Poland’s Economic Development. Allen and Unwin. 
Pp. 68. 3s. 

British Electrical and Allied Manufacturers’ Association. The 
Electrical Industry in Germany. Pp. 152. 10s. 6d. 

Dantets (G. W.). George Unwin: a Memorial Lecture. Long- 
mans. 1926. Pp. 46. 2s. 6d. 


Franois (F.). The Free-trade Fall. Murray. 1926. Pp. 132. 

GarRReEAv (L.) (Ed.). Bastiat and the ABC of Free Trade. Fisher 
Unwin. 1926. Pp. 126. 3s. 6d. 

Grant (F. C.). The Economic Background of the Gospels. 
Oxford Univ. Press. 1926. Pp. 156. 7s. 6d. 

Grecory (T. E.). The First Year of the Gold Standard. Benn. 
1926. Pp. 141. 3s. 6d. paper; 6s. cloth. 


Henry (R. L.). Contracts in the Local Courts of Medieval 
England. Longmans. 1926. Pp. 250. 16s. 


Hurp (A.). TheIslanders. Cassell. 1926. Pp.94. 3s. 6d. 

Institute of Research in Agricultural Economics. Second Report. 
Oxford University Press. 1926. Pp. 50. Is. 

JENNINGS (W. W.). A History of Economic Progress in the 
United States. Harrap. 1926. Pp. 819. 15s. 

Lear (W.). Banking. Williams and Norgate (Home University 
Library). Pp. 250. 2s. 

Marutgson (W. L.). British Slavery and its Abolition, 1823-38. 
Longmans. 1926. Pp. 318. 16s. 

Jones (D. C.) and Dantets (G. W.). Elements of Mathematics ; 


for students of economics and statistics. Liverpool Univ. Press. 
1926. Pp. 238. 8s. 6d. 


Mutuiins (G. W.). Unemployment. Longmans. 1926. Pp. 135. 
6s. 6d. 


Ramatya (A.). Monetary Reform in India. Madras. 1926. Pp. 
64. 
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RaMSBOTHAM (R. B.). Studies in the Land Revenue History of 
Bengal, 1769-87. Humphry Milford. 1926. Pp. 197. 10s. 6d. 


REDFORD (A.). Labour Migration in England, 1800-50. Long- 
mans. 1926. Pp. 174. 15s. 


Tuomas (P. J.). Mercantilism in the East India Trade. King. 
1926. Pp. 176. 8s. 6d. 


Weston (W. J.). Economics: an elementary text-book. Gregg 
Publishing Co. 1926. Pp. 208. 


American. 


AssotTt (E.). Historical Aspects of the Immigration Problem. 
Chicago Univ. Press. 1926. Pp. 881. 22s. 6d. 


ANGELL (J. W.). The Theory of International Prices. Harvard 
Univ. Press. 1926. Pp. 571. 21s. 


CatHoun (G.). The Business Life of Ancient Athens. Chicago 
Univ. Press. 1926. Pp. 175. 10s. 


Foerster (R. F.) and Dirret (E. H.). Employee Stock Ownership 
in the United States. Princeton University. 1926. Pp. 174. $2. 


IsE (J.). The U.S. Oil Policy. Yale Univ. Press. 1926. Pp. 547. 
$7.50. 


Maxwetyt (M. W.). Discriminating Duties and the American 
Merchant Marine. H.W. Wilson Co. 1926. Pp. 238. 


French. 
LevurencE (F.). La stabilisation du franc. Paris: Giard. 1926. 
Pp. 198. 12 fr. 


PaToumLLet (J.) (Trans.). Les Codes de la Russie Soviétique. 
(Codes du travail, agraire, forestier, minier, vétérinaire.) Paris : 
Giard. 1926. Pp. 257. 20/fr. 

Ste (H.). Les origines du capitalisme moderne. Paris: Colin. 
1926. Pp. 210. 


German. 


Back (J.). Die Streit um die nationalékonomische Wertlehre. 
Jena: Fischer. 1926. Pp. 233. 10m. 


Beckman (F.). Die internationale agrare Arbeitsteilung Europas. 
Jena: Fischer. 1926. Pp. 24. 

Hermann (E.). Die sittliche Idee des Klassenkampfes und die 
Entwicklung des Kapitalismus. Berlin: Dietz. 1926. Pp. 94. 


Hermes, (G.). Die geistige Gestalt des Marxischen Arbeiters und 
die Arbeiterbildungsfrage. Tiibingen: Mohr. Pp. 331. 16.50 m. 
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Levy (H.). Der Weltmarkt 1913 und heute. Berlin: Teubner. 
1926. Pp. 116. 4m. 

Miuuer (H.). Wechselkurs und Giiterpreise. Jena: Fischer. 
1926. Pp. 146. 6 m. 

Preuss (H.). Staat, Recht, und Freiheit. Tiibingen: Mohr. 
1926. Pp. 588. 21.50 m. 

ScuusTER(E.). DasEinkommen. Tiibingen: Mohr. 1926. Pp. 
122. 6.60 m. 

SEIDLER-Scumipt (G.). Die Systemgedanken der sogenannten 
Klassischen Volkswirtschaftslehre. Jena: Fischer. 1926. Pp. 130. 
6m. 

STRETTER (R.). Statik und Dynamik in der theoretischen National- 
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